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THE QGHAIRMAN: Liwiid- ask you to came to 
order so that we may commence proceedings. 

The Royal Commission on Price Spreads of 
Food Products held their hearings during the months 


of April and May in the western provinces and the 
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MoLanvic prowinees ; We are now pleased to be 
opening our hearings in the Province of Ontario 
which will conclude next week. 

Hearings will be held in the Province of 
Quebec in the month of October and the final public 
hearings of the Commission in Ottawa in the month of 
November, 

I will ask the Secretary if he will read 
into the record as we open the hearings here the 
Order in Council which Ineludes the Terms of Reter- 
ence of the Commission. 

THE SECRETARY: PoC, 195/-1632. Certi- 
fied to be a true copy of a Minute of a Meeting of 
the Committee of the Privy Council, approved by His 
Excellency the Governor General on the 10th December, 
LoD 

The Committee of the Privy Council en the 
recommendation of the Right Honourable John George 
Diefenbaker, the Prime Minister, advise that: 

Dr, Andrew Stewart, Edmonton, Alberta, 

Mrs. Dorothy Walton, Toronto, Ontario, 

Mr. Howard MacKichan, Halifax, Nova Scotia, 

Mr. Romeo Martin, Montreal, Quebec, 

Dr. W. M. Drummond, Guelph, Ontario, 

Mr, Cleve Kidd, Toronto, Ontario, and 

Mr. Bernard Couvrette, Montreal, Quebec, 
be appointed Commissioners under Part I of the 


Inquiries Act, to: 
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(a) inquire into the extent and the causes of 
the spread between the prices received by 
producers of food products of agricultural 
and fisheries origin and the prices paid by 
consumers therefor; 

(b) determine whether or not such price 
spreads in general or in particular cases 
are fair and reasonable, or are excessive, 
in relation to the services rendered; 

(c) make such recommendations as they deem 
appropriate if any such price spreads are 
found to be excessive; and 

(d) examine the adequacy of price information 
eurrently available. 

The Committee further advise: 
yes That the Commissioners be authorized to exer- 
cise all the powers set out in Section ll of The 
Inquiries Act; 
ee That in the exercise of their powers to employ 
counsel, experts and assistants under Section 2 
of The Inquiries Act, the Commissioners may 
authorize remuneration to such persons and reimburse- 
ment for their expenses with such limits and on such 
conditions as the Treasury Board may determine from 
time to time; 
ae That the Commissioners adopt such procedure and 
methods as they may from time to time deem expedient 


for the proper conduct of the inquiry and sit at 
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such times and at such places in Canada as they may 
decide from time to time; 
4, That the Commissioners be assisted to the 
fullest extent by government departments and agencies; 
Bs That the Commissioners report to the Governor 
ineCouncil ; 
om That Dr. Andrew Stewart be Chairman of the 
Commission. 
Ra Oe Dyce, 
Clemioor the: Privy Couner.. 

THE CHAIRMAN: Thank you. During our 
hearings in Toronto we expect to hear from the 
following firms and organizations. 

The Co-operative Union of Ontario. 

The Ontario Branch, Canadian Association 
of Consumers. 

The Ontario Farmers! Union. 

Canada Bread Company Limited. 

Ontario Federation of Agriculture. 

Government of Ontario. 

Ontario Federation of Labour. 

The York Trading Limited. 

Red and White Corporation Limited, 

Dominion Stores Limited. 

Great Atlantic and Pacific Tea Company 
Limited. 

If anyone should wish to have access to 


the briefs which have been presented prior to their 
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presentation, I suggest that you inquire of Dr, 
Dawson, the Secretary, to see whether that can be 
abranced for. you. 

The first presentation this nornine Teaco 
be made on behalf of the Co-operative Union of 
Ontario. 

I shall ask Mr. George Wilkey, the Secretary- 
Treasurer, if he will now come forward. Ll understand, 
Mr, Wilkey, you have a number of colleagues with you 
who will participate in this presentation but you 
have a general presentation to give at the outset; 
so would you please come forward and proceed. 

We are glad to have you read your statement 
into the record. 

MR. WILKEY: Thank you, Dr. Stewart. Do 
you wish me to remain standing? 

THE CHAIRMAN: No, I think you will be 
more comfortable sitting. Thiace 1. think. @a8) Bxnipis 


No. 49, 


~--EXHIBIT NO, 49: Brief submitted by the Co- 
operative Union of Ontario. 


MR, WILKEY: Brief to the Royal Commission 
on Price Spreads of Food Products presented by the 
Co-operative Union of Ontario, September, 1958. 
vg On behalf of the Co-operative organiza- 
tions which are members of the Co-operative Union of 


Ontario, many of which are members of the Ontario 
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Federation of Agriculture, we wish to thank the 
members of the Royal Commission on Price Spreads for 
the opportunity of making this presentation for the 
Co-operators of the province, The question of 
price spreads is of great concern to us. It is 
gcnerally assumed that narrowing the price spread 
between producer and consumer is one of the main 
objectives of co-operatives. Every dividend or 
price bonus paid to producers over the current 
price for farm products, and every patronage rebate 
paid to consumers of food products, represents a 
closing of the price gap between the two groups. 

In our presentation here today, we hope to give you 
concrete evidence of how the co-operative organiza- 
tions in this province are accomplishing this. 

oe The Co-operative Union of Ontario is made 
up of over 300 co-operative organizations, in this 
province, having a total membership of 133,794, 
ranging from small rural associations with a turn- 
over of perhaps $100,000 to a large central whole- 
sale organization covering the greater part of 
Ontario. The typical association in our member- 
ship ies<a rural purchasing co-operative for farm 
supplies of all kinds. Another type of co- 
operative business in the province is a marketing 
organization. On the sale of farm products for 
the members, the volume of business of the co-opera- 


tives of Ontario in the past year was $137,675, 000, 
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on supplies to the farmer members, the volume of 
business transacted was $57,262,000; This does not 
include the figures for wholesale business. In 
addition, we have in our membership in this province, 
eight fishermen's co-operatives with a marketing 
volume of $2,346,000 in the past year. 

on The savings made for the members by farm 
supply co-operatives on purchases do not enter 
directly into this investigation, but indirectly 
they do since dividends received by farmers on 
feeds, fertilizer, petroleum and supplies pur- 
chased, represent a lowering of the cost of pro- 
duction and at the same time, a gain or bonus on 

the products marketed. 

4, Consumer co-operation in food products is 
not well developed in this province. However, we 
do have a number of co-operatives which are operating 
successfully in this field and we hope to present 
evidence here today of how they, too, succeed in 
narrowing the price spread for the members. 

oe Most of our briefs and information to be 
presented to you concern the marketing co-operatives 
and their contribution to this problem of price 
spreads. To see this problem in perspective, we 
should go back to when much of the farm marketing 

of this country was carried on directly between 
producer and consumer. In those days, there was 


little or no spread at all between the two. If the 
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farmer took his milk, fruits, vegetables or other 
farm products directly to the urban dweller, he 

sold directly to the ultimate consumer and got one 
hundred cents of the consumer's dollar. Of course 
he incurred expenses in carrying on direct selling, 
put at least he controlled the whole process between 
producer and consumer. But conditions have 
changed a great deal since then and have been chan- 
ging very rapidly, especially in the last ten years 
or sO. Two things have been happening: 

A) The rural producer is getting farther 
away from the urban consumer all the 
time, and direct selling has almost en- 
tirely disappeared. 

B) The consumers, under modern conditions 
ePeliving, need products in a variety 
of processed forms which add greatly 
to the original cost of the products. 

In agricultural co-operatives, We try through the 
ownership of the processing plants and marketing 
services to ensure that the producers Wiel eon= 
tinue to control the products as the farmers did 
in days gone by when they marketed by door to 
door selling. 

6. In the interest of the farmer producers 
and the agricultural 4ndustry in general, we would 
summarize our viewpoint on this basic question of 


price spreads under two headings: 
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A) We recognize that a price spread is 
necessary: the services performed between 


producer and consumer have to be paid for 
and are reflected in the price spread. 
B) We argue that the spread should be for 
essential and necessary services, and 
that all wasteful and unnecessary ser- 
vices between the two should be eliminated. 
Us In modern life we all know that consumers 
are demanding and getting additional services of all 
kinds in connection with the merchandising of food 
products: foods tend to be processed more and more 
all the time; packaging and wrapping are more and 
more elaborate; there are new costs involved in 
freezing, storage, transporting and advertising. 
If consumers need or demand these services, the 
producers should not oppose them or deny their right 
to have them. But, the agricultural co-opera- 
tives mainain: 
A) That these extra services must never 
pe used as an excuse or a reason to cut 
down or depress the returns paid to the 
producer; in other words, if consumers 
want special services, they should pay for 
them and not have the agricultural pro- 
ducer bear the burden. 
B) The consumer should be made aware of what 


he is paying for; in other words, he must 
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understand that the price he pays is not 

for food product only, but food products 

plus a great variety of services, 
ste The agricultural co-operatives in this 
province, as elsewhere, have grown out of strong 
conviction and experience on the part of farmers, 
that producers have banned together co-operatively 
for the most efficient and advantageous handling of 
their products. The co-operative members are con- 
vinced that the farmer cannot afford to leave the 
control of the gap between producer and consumer in 
other hands. The interest of the producers can 
best be guarded and protected through an organiza- 
tion which the producers themselves own and control. 
Furthermore, if there is an advantage to be gained in 
the marketing of food products through processing 
of any kind, the farmer producer has a right to 
share in that gain. From the co-operative viewpoint 
the ideal situation would be to handle food pro- 
ducts on a co-operative basis from producer to 
consumer whereby any reduction in the price 
spread would be the result of savings which would be 
distributed to the producer and consumer members. 
We believe that producers should go as far as pos- 
sible beyond the stage of actual production in order 
to control their products to best advantage in the 
market-place. It is for that reason that farmers 


in this province have gone into such co-operative 
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processing facilities as dairy plants, cheese factor- 
ies, livestock packing plants, poultry processing, 
etc.; and fishermen have done likewise. 

9. The final effect of co-operative action 

by the producers in getting the best possible return 
and thus narrowing the price spread between pro- 
ducer and consumer may be seen in three different 
ways: 

A) The very presence of the co-operative 
society acts as a regulator and yard- 
stick on the marxet and thus tends to 
keep the actual current price paid to 
the producer at a competitive level. 

B) Over and above the current market price 
paid to all producers, co-operative mar- 
keting societies have a long record of 
additional payments or patronage divi- 
dends to the co-operative members. 

) In addition, there is also the investment 
that the co-operative member is building 
up in his organization through his patron- 
age. 

In other words, most of our co-operative societies 
aim to pay producers the current market price, then 
on top of that, a patronage dividend, and finally 
there are the undistributed member equities and 
reserves that are set aside to build the financial 


structure of the co-operative business. At the 
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end of 1957, the members! equity in co-operative 
associations in Ontario was over seventeen million 
dollars, and we know that only a small part of this 
was invested by the members in cash, The remainder 
was built up by the operation of the business and 
represents an outright gain and savings to the pro- 
ducer. Examples of this will be given in the 
evidence presented later. 

20. The above is generalized statement based 
on the principles and the experience of the Co- 
operative people in Ontario. In order to present 
specific information that might be of value to the 
Commission, we have arranged for a number of 

typical co-operative societies in the province to 
be represented here today, to give firsthand infor- 
mation and also to answer questions on which the 
Commission would like to have further information. 

I should like now to present the representatives, 
each of whom will give a very brief summary of his 
organization and how it has contributed to solving 


the problems which you have under study. 


6 


‘~ ov eo? 
et ot 


rs 1 8 


6 oes 


v 


As | 


of 
ny ¢ 
ie 
bee 
roe 
r 
‘ 
Pa 
4 
vay 
han 
s 
th ae 
ee 
‘. 
Cc om 


: ae 
alk 
_— 
Crees 
eof a5 
Le ris 
ies Fe 
ea st 
ae ERs 
ee ta? 
* a 
Poehe Y 
Ea 
. 


: 
: es 
F creed 
: 
a 
s ; 
pe 
: 
: pe 
nar 
- 
. e 
2 


ore * . 
A BG, 


2 
sal =e 
: a 
we 

rary 


Foe . 
£ : 
3 = 
* 
wa 
rr, 
pas 
mh, 
= 
Ly ‘ 


pew 


a 
’ 


FOF 


ae 


. 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO es 08 


Mr. Chairman, it gives me great pleasure to 
call upon Mr. J. Lindsay Inglis, President of the 
First Co-operative Packers of Ontario, in Barrie, 

Mow inelis . 

THE CHAIRMAN: Thank you very much, Mr. 
Wilkey. Mr. Inglis, will you come forward, Perhaps, 
Mr. Wilkey, you would care to remain at the table 
while Mr, Inglis is up there. I take it that these 


gentlemen are not coming forward in the precise order. 


MR. WILKEY; No, With your permission, 


THE CHAIRMAN: Yes. 

MR, WILKEY: If it meets with your appro- 
Vad « 

THE CHAIRMAN: By your rearranging these, 
it seems to be a kind of illustration of co-operative 
organization in itself. We are looking forward to 
hearing from each representative. I believe we have 
received a statement from Mr. Inglis. 

MR gNG Glos Mr, Chairman, Mrs. Walton 
and Gentlemen: As president of Ontario's only Co- 
operative Meat Processing Industry (the First Co- 
operative Packers of Ontario Limited) I am pleased 
to have this opportunity of supporting, by actual 
proof, just how Co-operative principles, when pro- 
perly exercised, can, and do, decrease the price 
spread that exists between the price paid to the 


Mr. Chairman, I would like to rearrange them. 
producer and the price paid by the consumer for the 
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finished product. We are well aware of the consumers'! 
shopping preference in regard to modern preparation 

and packaging, which undoubtedly affects the price 
spread to some degree, Industry of any form has a 
legal right to a reasonable profit based on its 

capital investment and that part of the work it 
performs. In the case of merchandising farm pro- 
ducts, if that profit is too little or too great 

it is not for us to challenge; rather, we would 

like to better acquaint you with our principles. 

In the case of meat processing, which we 
are primarily interested in, a producer of livestock, 
whom we will say is a member of our Co-operative, 
delivers livestock to our plant. He is paid an 
initial payment which is usually the daily market 
price. That livestock is then processed into a 
number of meat products which is delivered through 
various retail channels for distribution to the 
consumer. Annually the plant operations are re- 
viewed and if the said operations have been suc- 
cessful a dividend is declared and each member is 
paid in accordance with the amount of livestock that 
he markets. This payment is the second and final 
payment for the livestock marketed that year. 

Let us now refer to the attached chart 
listed as Exhibit "A". Supposing a Co-operative 
plant shows constant and profitable progress and 


dividends are declared annually, we could then 
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consider the small gap which exists between the 
broken line (Price paid to Farmers) and the dotted 
line as an annual dividend, or a final payment for 


the livestock delivered to the plant. This payment 


actually increases the amount paid to the farmer, which 


decreases the spread between the price paid to the 
farmer and the price paid by the consumer. Do you 
not agree we have decreased the price spread? 

Speaking as a producer, which I am, I 
would like to quote a specific case which supports 
this theory. 

Load No. 1: 

This can be any load of hegs marketed 
through any independent processor who Wi lsto a iciie 
daily market price as full and final payment. (May 
I remind you any time I have marketed through an 
independent processor they have always paid me the 
full market price.) 

Load No. 2s Exblbit "3B 

These hogs were delivered to my own Co- 
operative plant and upon delivery I was paid the 
daily market price ($31.50 - Globe and Mail market 
report dated January 4, 1957).but in this case by 
Co-operative marketing this amount represented only 
an initial payment and at the close of the Co- 
operative's fiscal year profitable progress had 
warranted a divident which in terms of hogs amounted 


to $ .67 per head. (Exhibit "C" - President's 
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report). This dividend represented the final pay- 
ment on these hogs, over and above the market price. 
Such dividends do increase the total payment to the 
member producer and in turn decrease the spread 
between the producer and the consumer. 

A typical progressive farmer in the County 
of Simcoe, being a member of the Co-operative, rea- 
hizedodividends to the! amount of $353.00 in 1957. 
Producers marketing through their own Co-operative 
also share through increased equity. Speaking of 
our own operation the relationship between present 
value and original investment is now approximately 
three to one. These figures are based on actual 
investment versus actual pappraisal of a reputable 
Pes 

Co-operatives when operated properly can, 
and do, decrease the price spread between farmers and 
consumers. 

Now, turning again to "B", this is an 
actual statement of mine, a shipment of hogs which 
we have outlined as Load No. e@. 

THE CHAIRMAN: Thank you very much, Mr. 
THet2s8 May I ask, you are yourself both a hog 
and meat producer? 

MR. INGLIS: Thaw 2s correcy. 

THE CHAIRMAN: We will proceed to hear 
all the other representatives, but we won't have 


questions to ask. 
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MR. WILKEY: Mr. Chairman, I would like 
now to call on Mr. Joseph Rudney, Manager of the 
Kimberley District Co-op Creamery, Kimberley, Ontario. 

THE CHAIRMAN: Yes, Mr. Rudney. 

MR. RUDNEY: Mr. Chairman, madam and 
gentlemen: 

Ly, As manager of the Kimberley District Co- 
operative Creamery, it gives me a great deal of 
pleasure to present evidence here today, which I 

hope will assist you in the subject which you have 
under study. 

& Kimberley Creamery is situated in the 
Beaver Valley, and has a total membership Ott Ve 
hundred farmer-producers. im 1050 curssetes, on 
both butter and eggs totalled $236,166 and in 1957 
our sales on the same products totalled S005 sels, 

It has always been our policy to pay the current 
market price on the day the produce is delivered 

by our producers to their co-operative. In addition 
to paying thecurrent market prices, in 1957 Kimberley 
Co-operative paid to its producer members, two cents 


per pound on putterfat, and one cent per dozen on 


eges. Evidence of the patronage refund is attached 
hereto. 
ae The following statistics are taken from 


our last financial statement for the year ending 
September 30th, LOST. Our net revenue for the 


above period totalled 416,732 which was distributed 
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as patronage returns. 

4. In my opinion, the most significant 
changes in our organization over the past ten years 
has been: 

(a) The increased butterfat content in the 
cream delivered by the producers which has resulted 
from the consistent advice from specialists repre- 
senting United Co-operatives of Ontario. 

(b) The greatly improved regulations and 
stipulations in respect to cleanliness which is 
reported thereon, by provincial inspectors on 
their frequent visits. 

(c) Form equality of butter has been greatly 
improved by stricter grading regulations. 

Other less significant changes over the 
past ten years are tax regulations, tariffs and 
trade regulations which I feel are now au a Very 
high level and have not affected our operation or 
costs. 

Although wages during the past ten years 
have increased, I would like to point out that our 
wage expense for 1957 was 4,2 per cent of sales. 
Recommended standard percentages by our chartered 
accounts for organizations of a similar operation 
is 4.5 per cent of sales. Other items of inter- 
est which I feel will be of interest to the Com- 


mission are our advertising breakdown being: 
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Newspaper $93.00 
Magazines 27200 
Television 220.00 
Local BO 500 
Canvassing 25.00 

$385.00 


Earnings of employees during 1957 were as follows: 

Supervisory $5, 000 

Sales & Buying 3,640 

Production 16,910 

Total $25,550 
ae I feel the interest of producers and con- 
sumers would be better served if grades were main- 
tained on butter, directly from producers to con- 
sumers. I would strongly recommend identifying 
quality by the introduction of legislation com- 
pelling all processors not only to print the grade 
but the score on butter wrappers. T feel the 
grades now in effect on eggs are appropriate. 
Retail outlets should be compelled to store their 
putter and eggs in refrigerated facilities. 

In conclusion, may I offer once again my 
sincere thanks for the opportunity of presenting 
this submission to the Royal Commission, and I hope 
my small contribution will be of assistance to 
you in your deliberation. 

Thank you. 

THE CHAIRMAN: Thank you, Mr. Rudney. 

MR. WILKEY: Mr. Chairman, I would like 
now to present Mr. J. A. Irvine, Manager of the 


Elgin Co-operative Services in St. Thomas. Mr. 


J. Archie Irvine. 
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THE CHATRMAN: Thank you, Mr. Wilkey. 

MR. IRVINE: Mr. Chairman, madam, gentle- 
men: 
iA To support the statement that Co-operatives 
narrow price spreads by returning part of that 
spread to their farmer members we are pleased to 
submit the following data regarding Elgin Co- 
operative Services. 

2. Organized in Elgin County in 1944, 

3. Membership in December 31, 1944 - approxi- 
mately 400; membership in December 31, 1957 - 
approximately 2,000. 

ny Type of Business 

A. Grain marketing - purchasing corn, 
wheat, soybeans, rye and pea beans from farmers and 
gedling in carioad or truckload lots. 

Bu Feed manufacture and retail - manu- 
facturing dairy, poultry and hog feeds and retail- 
ing feed, fertilizer and farm supplies. 

oe Buying, grading and marketing 
eggs - a small operation consisting of one egg 
grading station. 

Bhs Farmer investment in the form of loan 
units totalled $43,600 in 1944, increased to a 
high of $105,000 in 1949, and, at the end of 


1957, stood at $93,400. 


on Total cash patronage dividends returned 


to members to date, $675, 000, approximately 40 per 
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cent of which has been paid on products purchased 
from farmers. This is shown by the figures for 


the past five years listed below. 


Wey Dividends Rate Rate Dividends Rate 
on Purch. Grain Eegs on Sales I 


Per Bus, Per Doz. 


1957 $25,000 .02¢ .Ol¢ $35,000 a¢ 
1956 37,000 .03¢ Old 50, 000 3% 
1955 43,000 .03¢ .Ol¢ 45,000 3% 
1954 23,000 .03¢ .Ol¢ 43,000 3% 
Toor Ye 275 000 .03¢ Old 39, 000 3% 
om In addition to the cash dividends which 


were returned to the members, the farmer equity in 
Elgin Co-Operative Services has been gradually in- 
creased by allocating part of each year's profits 

be surplus. This equity is indicated by the accumu- 
lated surplus which amounted to $344,000 on December 
Beg 

9. We would also point out that interest at 
current rates has been paid on all money used to 
finance Elgin Co-operative Services, 50 that the 
patronage dividends and accumulated surplus repre- 
sent actual savings. 

a. Competitive daily prices are maintained 

in both the retail and marketing operations. 

ae We are submitting copies of our 1957 
statement to give more detailed information if such 
is required. 


Thank you. 
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THE CHAIRMAN: Thank you, Mr. Irvine. 

MR. WILKEY: Mr. Chairman, I would now 
like to present to you Mr. Charles M. Haapanen, 
Manager of the Consumers Co-operative Society Limited, 
Timmins, Ontario. 

THE CHAIRMAN: Yes, Mr. Haapanen. 

MR, HAAPANEN: Mr. Chairman, Madam Walton, 
members of the Commission: I have answered or tried 
to answer the questions sent to our president, and 
I have not included the questions in tnois brief. 1 
think you will have to refer, perhaps, to your ques- 
tions while I am reading this, or do you want me 
to read the questions at the same time? 

THE CHAIRMAN: tT think 2am you would. just 


read your own statement, please. 


MR. HAAPANEN: The Consumers Co-operative 
Society Limited, Timmins, Ontario, was organized in 
“tee Ny tae Fifty-two miners from the Porcupine Gold 
Camps made up the original membership. Today it 
has a membership of over two thousand from 
various nationalities and professions. It operates 
four food stores, two coal distributing sheds, fuel oil 
distribution, and one variety store handling house- 
hold hardware and some clothing. The stores are 
located in Timmins, Soutn Porcupine, Schumacher and 
at the Dome Mines near South Porcupine. 

This Co-operative was started by Finnish- 


porn immigrants, who in their home country had 
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learned the value of cooperation, Their purpose 
in organizing a co-operative was to obtain necessary 
services and reduce the cost of living. During 
the Society's twenty-seven years of operation its 
total operating surplus amounts to $522,316. of 
this $338,500 has been returned as patronage 
dividends, and the balance having been used to 
pay income and corporation taxes, employee bonuses, 
student bursaries, and the sum of $77,800 transferred 
Do a Peserve account, 

The following are answers to the various 
questions requested by the Commission: 

The appended two audited copies of the 
annual report are for the years 1956 and 1957, 
The additional information requested in the question- 
naire is applicable to the operating year 1956. De- 
tails for the latest operating year 1957 are not yet 
available. 
i, Net Revenue $32,707.44 

Extraordinary expenses during the year, 
which were a deduction from the net revenues are: 


Silver Jubilee Fair (25th Anniversary 


Celebration $2,266.99 
Depreciation on an accounting 
machine $15579.77 
es Distributions of Net Revenue, including 


interest: 
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(a) Interest Payments: 
(i). On.ushares ..... esol: 
(ii) Other interest payments: 


To Member and Patron- 


age Loans Pde oO 
To Members! Notes 

(Loans Payable) & 606.5 / 
To Non-members Nil 


(o6) Patronage Refunds: 


(1) Cash: 
To members $10; 747. 05 
To non-members Nil 


(144) Credit to loan or 
share account: 


Members: 
Patronage Loan Account $ 4,046.48 
Share epee ise 


Non-members: 
Share Subscription 2 616,96 


(c) Amount allocated to surplus 3,000.00 


2, Distribution of Net Revenue, including 
interest 


TS 


(a) Other: 
Employee Bonus $2,014.00 
Branch Managers! and 
Department Head Bonus 2,014.00 
Bursary 4150700 
Provision for Corpora- 
tion Taxes 1,590.50 
$5(00.50 
De No separate patronage refund record is kept 
of the various products sold. ' Rate of patronage 


refund is the same for all merchandise sold. 


(a) Rate of Patronage refund 
(1) Member o, 12% 
(11) Non-member 1.36% 


(b) Total amount of patronage 
refund $22,633.48 
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section 2 
ee) Significant changes external to our busi- 
ness during the past ten years: 

(a) The opening of large "supermarkets" by 
the chain organizations and the terrific promotional 
propaganda that goes with it. 1 Ls Only neturae ik, 
that this would affect the operations of every 
organization in the same field. To offset some of 
the propaganda more money has had to be spent in 
advertising, and also in replacing of old but good 
serviceable equipment with new flashier and more 
modern equipment. 

(b) Pre-packaged and frozen foods: 

The past ten years prepackaging of foods 
and frozen foods have come into the forefront of 
merchandicing. This requires larger capital 
investment. 

(c) Consumer Shopping Habits: 

Consumer shopping has changed considerably. 
The use of automobiles is more prevalent, which in 
turn brings up a problem of finding parking areas. 
(ae It is our policy, in general, to charge 
the market price. 

(a) It may be said, in a general sense, that 
we charge the same price.as our competitors. ao: 
4s almost impossible to have every item the same, 
We do not make a daily or weekly comparison check. 


It may be incidental to following daily market costs 
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and applying a mark-up applicable to the produc: 
We do not approve the promotional method of selling 
"pelow cost" and charging more on other lines to make 
eo 

(b) During the last few years we have made 
price comparison tests. These tests in most part 
include fast moving "everyday" food store items, 
and usually include nationally branded merchandise. 
The stores compared are branches of two national 
ehains, and one of the leading independent stores. 
Copies "of tests made in 1956, 1957 and 1958 are 
attached, Benois, SACS Oped Bole 
Sa (a) We do not process or market any 
Darta.cular food dine, 

(ob) Attached are copies of price lists 
prepared from weekly list of "Ambler Pricing Ser- 
vyiees of Toronto. These show the prices charged 
for meats by the various chain stores in Toronto. 

Opposite each item, under heading "Con- 
sumers'' we show our retail price for the same week. 
The lists are for two recent weeks. A similar 
price differential has appeared in previous week 
comparisons. Exhibit’ "Dp"; 

A copy of a letter (Exhibit "E"), dated 
November 16th, 1954, from the Secretary of Trades 
and Labour Council of Kapuskasing, shows price 
differential between other northern towns and 


Timmins. The letter refers to a list. This 
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list has either been lost or never received, Simi- 
lar comparisons have been made with other communi- 
ties which show very much the same difference, 

We had no written evidence in our files to back 

this statement. 

4, Grocery pricing, usually, takes into 
consideration sales velocity. Mark-up is very low 
on fast moving "everyday" food items. We aim et 
an overall average gross margin of 17 per cent. 

We do not use our produce and meat departments to 
absorb "loss leader" selling in dry groceries. 

We aim at a gross of 20 per cent on meats and pro- 
Guce. 

he We do not handle prepackaged "fresh'’ meats. 
Only limited quantities of prepackaged cooked and 
smoked meat are handled. Neither do we carry a 
fHoliedine of frozen foods. These require large 
investment for special equipment and larger 
facilities which we have felt to be uneconomical. 

brs The multitude of reports required by 

the various departments of the provincial and federal 
government demand considerable time and expense. 
Many of the required reports are a duplication of 
similar information asked by another department 


in a different wording. 


(a) Local "business taxation" based on 
Section 6(f) of the Ontario Assessment Act, munici- 


palities with a population of less than 100,000 and 
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where property assessment exceeds $20,000 a retail 
merchant shall be assessed for business purpose at 
50 per cent of the property assessment, if he deals 
tnumore than five branches of retail trade, The 
method used in listing of the "branches of retail 
trade" places practically every food retailer in 
tiie Cavegory. 

However, properties having assessed value 
of less than $20,000 do not come under this section 
of assessment act and have considerably lower business 
tax as well as property tax. The Society owning com- 
paratively new and modern building to serve its mem- 
bers has a much heavier tax expense than many of 
its competitors. 

The provincial "Place of Business Tax" 
(Section 6 of the Corporation Act) adds a $50 annual 
charge on each location. This) is additrvonal taxon 
a business operated as a service to the members. 

Ts Comparing the wages paid to fourteen 
employees in 1949 and similar position as of today 
we find the average wage in 1949 was $39.22 per 
week as compared today to B5os, This is an in- 
crease of 40 per cent. Labour productivity has 
not increased in the same proportion. Ub gp By ia Be 
borne out by the fact that the average store wage 
based on per cent of sales is approximately the 


same as it was in 1949. 


8. (a) Our promotional activities differ 
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mostly in that we have not entered the "Free" 
give-away promotion. Neither do we use full 
page spreads as has been a practice of our com- 
petitors, 

(ob) Total cost of advertising for 1956 
was $2,983.90. 

The breakdown is an estimate. We do not 


keep separate records of each types. 


Newspaper $2,683.00 
Magazine Nil 
Radio 200.00 
Television 100.00 
Other Nil 
9. Our organization is not sufficiently large 


to have separate sales and buying departments. 
Also, our branch managers who are more or less in 
supervising capacity also give most of their time 
to selling. TG 18 therefore” difticuly to give 
a breakdown as requested. 

Our breakdown is as follows: 


Administration and Head Office 


Wages om yard Sree: 
Selling and Delivery Wages 78,099.51 

Employee Pension Fund 
Conteripucion 2405.45 
Employee Bonuses 4,028.00 
Total $99,013.89 

Section 3 

1 Food processing, wholesale distribution, 


and retail distribution has concentrated into the 
control of a few large monopolies. This concen- 


tration of processing and distribution 
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established for most nationally advertised branded 
merchandise, If there is a change in one price, 

up or down, a change usually takes place in others 

at the same time and same amount for most similar 

but different national brands. The primary producer, 
independent retailer, or the consumer has very 

little, if any, say in the price charged. The 
retail price has been determined long before the 
merchandise reached the store shelf. 

The manufacturer does occasionally offer 
price concessions on mass purchases -- often much 
too large quantities for an average retailer to 
take advantage of. These offers are usually fol- 
lowed up by heavy advertising programmes and house- 
to-house distribution of "free cents off" coupons. 
The retailer is now forced to stock the brand and 
size so as to be able to redeem his customers' 
coupons. The selling price having been estab- 
lished on the basis of the low mass purchase cost 
weeks before by large chain organizations. 

(OF The retail end of the food trade is 
highly competitive. The mark-up is about the 
lowest of any other retail trade. There is little 
room for price competition by the food retailer. 

The manufacturers on the other hand vie 
for the consumer support by fancy packaging, or 


restricts competition. Uniform cost is somehow 
"cents off the price", coupons, prizes of various 
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kinds packed in the package or available with a 
coupon or wrapper label. This merchandising is 


usually heavily supported by advertising and various 
promotions at the store level. 

The "big three" soap manufacturers have 
a continuous flow of deals and coupong giveaways. 
They stuff more trinkets in their packages than 
soap. Their "cents off per package" deals change 
constantly from one brand to another, They appear 
to compete with each other on how large a carton 
with the least soap they can market. 

This type of merchandising adds to the 
cost in more ways than one. This has to be borne 
by the consumer. 


ce The average housewife is definitely con- 


fused and unable to judge the "best buy”. 
Legislation could regulate package sizes 

and standards. 

a No. The consumer should not be required 

bo pay for expansion. Expansion funds should 

come from the investor who is reaping the profit 

from such expansion. The consumer does not profit 


from expansion. 


Bs We are very strongly in favour of estab- 
lishing standard grades for all merchandise from 


producer to consumer. 


a To be able to compete we have had to 


circumvent the wholesale trade and get as much of 
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our merchandise on direct basis as possible. Since 
the end of the war most suppliers have placed us 

on the direct list. A great deal of objection 
has come from the wholesale trade, which, of 
course, is only natural. In a few cases where we 
were successful, but because of pressure from some 
source, the listing was cancelled. 

Mr. Chairman, on Exhibit "B" there is a 
small mistake made in the copying. The total of 
the first item should be $53.65 instead of $53.01. 
That is Exhibit "B", under "A consolidated statement 
of a price comparison survey". The- teataleorethe 
Gist otem;) Chain "A", should, be $53.65 dnstead 
Ole S50;s01< 

THE CHAIRMAN: Thank you very much, 
indeed. 

MR. WILKEY: Mr. Chairman, I would now 
like to present to you Mr. Verne Kallio, who is 
Manager of the Unique Co-operative, doing business 
with the producer and the consumer, the Sudbury 
Producers and Consumers Co-operative Dairy Limited 


in. Sudbury . Mr. Verne Kallio. 
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MR. KALLIO: Mr. Chairman, madam and 
gentlemen, the Sudbury Producers and Consumers 
Co-operative Dairy Limited received its charter 
in December, 1933. The purpose and need arose 
from a situation in which the small milk producer 
found himself in the Sudbury market, They were 
being treated as part-time shippers. The larger 
shippers were favoured with year-round marketing 
facilities and small producer was only called upon 
to Ship during low production,high cost periods. 
Impetus to organization was also given by a consumer 
price increase at the time, so that many consumers 
were anxious to join. All this occurred before 
the passing of the Ontario Milk Control Act and 
before The Whole Milk Producers Association had 
been organized. 
ae The Co-operative Dairy Society was 
organized by a group of Producers and Consumers. 

The co-operative started on May 1st, 1934, by taking 
over a going business, small in volume, for a 
purchase price of $16,000. The financial struc- 
ture is on a share capital basis, and membership 

was open to all. The value of each share is 

$5 with a maximum of shares per member. Producers 
are all shareholders, consumers are not all members. 
ar Retention of part of the annual net 
surplus by the society was originally 20 per cent, 
which was placed into a reserve fund. A few 


years ago this was increased to 50 per cent. 
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4, Patronage rebates were paid only to the 
producers until the Milk Control Act was amended 


permitting the payments to consumers. Producer re- 
bates are paid on a three-year loan certificate 
pian, Consumer rebates are paid in cash or re- 
deemable voucher. Member consumers are paid 

a different rate than non-member. 


The first allocation of surplus when 


paid to the Consumers was as follows: 

bOuper cent to.Surolus 

e> per cent to Producers 

123 per cent to Member Consumers 

123 per cent to Non-Member Consumers. 
In 1956 the allocation percentages were set up as 
follows: 

5O per cent to Surplus 

if per cent to Producers 

17 per cent to Member Consumers 

16 per cent to Non-Member Consumers. 

The same percentages were approved by 
the Annual Shareholders Meeting in April, 1958, 
to distribute the 1957 surplus. 

The distribution is made by arriving at 
the amount to be distributed in each case as 
follows: 

(a) To the producers we allocate on a 
percentage basis. 

(b ) Member consumers share of the net earning 
4s arrived at by the amount available being allo- 


cated on a unit basis. By units we mean quarts of 


milk purchased on an average day for the year. 
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Our office along with the route supervisor goes 
over each route determining the number of quarts 
purchased by a member customer, The total number 
of units then is divided into the total rebate amount 
available. This unit value was $3.55 of the 1956 
surplus. In this way a rebate of $3.55 was given 
a one quart daily customer or one cent per quart 
per day. Multiples of that amount are figured for 
larger customers. Redeemable vouchers are then 
issued giving amount, name and address of customers, 
We redeem vouchers by cheque or merchandise. 

(c) The non-member allocation is on the unit 
basis also. The remaining units sold on the 
average day after member customers! units have been 
arrived at gives us the total for this group. 

This total is again divided into the available 
money and its unit value determined. In 1956 
this was forty-five cents per unit. Coupons of 
forty-five cent value were then distributed by 
the route supervisor on each route as each call 
on route indicated. 


To this date we have allocated to | 
the producers $42,329 


To the Consumers, members and non- : 
members total allocated amounts to $42,927 


Interest on shares paid approximately $ 3,000 


Our share capital on December 31st, 


1957, was o Va 0 
Producers Patronage loans S Tyeor 
Our depreciated assets on the same - 

date were $161, 40 

$580,121. 


Sales 
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THE CHAIRMAN: Thank you, Mr, Kallio, 

MR. WILKEY: Mr. Chairman, I would now 
like to present to you, and through you to the other 
members of the Commission, Mr. George MecCague, President 
of the United Dairy and Poultry Co-operative Limited, 
and Vice-President of United Co-operatives of 
Ontario. 

MR. McCAGUE: Mr. Chairman, Mrs. Walton 
and gentlemen: United Dairy and Poultry Co-opera- 
tive will officially commence operations October 1, 
1958. In view of this there is no background of 
operations. 

We appreciate this opportunity of fo- 
jecting some of the objectives of this new organiza- 
tion and reasons why we are encouraged and directed 
to proceed further in producer marketing services. 
The decision is based on actual results and know- 
ledge of the benefits that can accrue when pri- 
mary producers undertake to manage off-farm phases 
ol vagriculture. 

That co-operatives and producer mar- 
keting are effective and have received acceptance 
is indicated by the support they are receiving 
at producer level. phere is:.2y tetvad on iy 
ereameries in Ontario, including 23 Co-operatives 
with an average yearly make of butter of 370,000 
pounds each. The average yearly production of 


the 23 Co-operatives is 370,000 pounds each. 
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Efficiency of creamery operation we are 
told and believe from our experience is in direct 
proportion to volume of production with better 
results indicated at a minimum volume of 500,000 
pounds per year, with further improvement being 
realized to a volume of 1,500,000 pounds, at 
which point earnings tend to level off. 

The output of the total creamery plants 
in Ontario numbering 217 could be handled by 92 
Co-operative Creameries based on actual figures 
reported above, The result of this i2t Le recog-— 
nized would be greater efficiency, a higher return 
to the producer, hence reducing spread and an over- 
Bll increase in quality, to whieh J wish to refer 
Laver, 

UeDee Cw will includes the ‘plants and 
facilities presently comprising the Dairy and 
Poultry Division of UsC.O, and at this “point 4 
wish to report briefly on figures of this division 
taken from the consolidated balance sheet of U.C.O.,; 
which shows that the total distribution of earn- 
ings of the division for the past ten years were 
$520,378, an average per year of $52,000; earnings 
distributed for the year 1956-57 were $33,163. 

This division is being transferred to 
UiD.P.Ci on the basis of depreciated value less 
a percentage of U.C.O. reserves. 


Local Co-operatives will be invited to 
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merge with the provincial organization; two 
mergers have already been completed and other 
locals are studying merger plans, 

The performance of co-operative dairy 
and poultry plants is a success story and in the 
formation of this new provincial marketing co- 
operative we recognize that developments today 


in agriculture indicate that plants must be large, 


Giversified and efficient. The earnings of a 
plant and returns to its members will be most 
favourable if the plant is diversified in its 
operation and can turn its production to whatever 
product is meeting the most favourable market. 

We believe that today, in the midst of 
large retail corporations, central control in- 
cluding central selling is an important feature 
Or Our pOlsey. We believe there should be greater 
incentive to produce higher quality dairy and 
poultry products. We believe that in the case 
of eggs quality control starts with the right 
strain of laying flock, controlled feeding, on- 
farm refrigeration, frequent delivery to retail 
outlets where product is continuously held under 
refrigeration. We believe there is no one better 
qualified to follow his dairy and poultry products 
from farm to retailer in the various steps of 


processing than the primary producer. 


We think the producer must recognize that 
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this is his product; that he Stands behind its 
quality and in turn will expect the retailer to 
respect its value and handle it with care. Govern- 
ment standards of quality we feel are satisfactory 
except that in some cases the tolerance is too wide 
between the same grade, United Dairy and Poultry 
Co-operative top quality will be sold under our 
recently established "GAY LEA" Brand, the 

required score of which will be the top range of 
present Tiamits:. 

It is our objective that where the 
housewife sees "GAY LEA" dairy and poultry products 
there will regiscer in her mind a product with 
freshness that sparkles. Quality considered, 
costs would not be more; it could close the spread 
and increase consumption. 

In the past two years there have been 
eleven new milk plants engaged particularly in 
the manufacture of powder brought into operation 
in Ontario and Quebec. These plants represent 
large investments and we as producers are con- 
cerned lest the industry be further burdened with 
overhead which tends to adversely influence pro- 
aweeriprice. We are wondering too if this 
number of large capacity plants coming into opera- 
tion is a contributing factor in the burdensome 


surplus of milk powder. 


We in the co-operative movement operate 
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large milk plants in this province, Of the seven 
plants in Ontario with the largest manufacture of 


powder, three are Co-operatives. However, while we 
have modernized and extended existing plants we 
believe that in having established no new units 

our decision represents the best interest of the 
producer. 

That the producer must follow his product 
more closely in each successive step and enter more 
aggressively into processor marketing we believe is 
most important and can favourably influence price 
spreads. 

There are two areas in which competitive 
bargaining position of the primary producer could 
influence spreads between producer and consumer, 


I refer, first, to a situation which might appear 


to be developing when a single organization engaged 
in either processing or retailing becomes so 
dominant as to exercise a strong downward pressure 
on prices at producer level, and is big enough to 
set the pace for the market reflecting in reduced 
prices to the primary producer. In the other 
instance I suggest that, other than the Co-operatives 
engaged in food processing, the only organized 
upward pressure on price takes place after the 
product is out of the hands of the primary pro- 
ducer. The resultant spread that develops ab this 


point may not be in either producer or consumer 


interests. 
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THE CHAIRMAN: Thank you, Mr. McCague. 

MR. WILKEY: Finally, Mr. Chairman, I 
would like to present to you Mr. Alden McLean, 
President of United Co-operatives of Ontario. 

MR. McLEAN: Mr. Chairman, Mr. Walton and 
gentlemen: United Co-operatives of Ontario is a 
central co-operative wholesale owned and operated 
by the one hundred and fifty local co-operatives 
in Ontario who are its members. The Local Co- 
operatives in turn are owned by sixty thousand 
Ontario farmers. 

United Co-operatives did a volume business 
of over $62 million in 1957. This was composed 
of $20,931,000 in marketing livestock, $12,116,000 
in dairy and poultry and $29,276,000 in farm sup- 
plies. Net operating earnings in 1956-1957 were 
$416,000. During the past ten years we have 
returned to members some $2,892,000 in patronage 
dividends. The patronage return in our marketing 
divisions has made a contribution directly to aid in 
reducing the price spread. The substantial return 
of patronage dividends in our farm supplies business 
has lowered the farmers! cost of production but 
may not be considered to have directly enough re- 
duced the price spread so as to come within the 
study of this Commission. 

The merchandization taking place in 


agriculture today inevitably demands larger units 
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of production. Production costs are high and 

the net per unit is small. Mechanization that first 
came in grain production has now rached the feeding 
of livestock and poultry on a mass basis. This 
mechanization, involving larger units, demands ex- 
tensive finance and credit which most farmers have 
been unable to secure. 

Business, represented by feed companies 
or processors has seized the opportunity to extend 
credit to farmers under an integrated contract 
programme, In many cases the feed company or 
processor owns the hogs, the broilers, the laying 
hens, and the farmer becomes a "share cropper" 
working for a unit wage. This integrated arrange- 
ment in production, assembling, processing, packaging, 
brand identification and advertising will influence 
the "price spread". 

Co-operatives have moved slowly into 
"integration" because its farmer-members accepted 
it reluctantly. However, it is now apparent that 
the agricultural industry is being increasingly inte- 
grated, and the word "Asribusiness' is now commonly 
used. Indeed it may not be long before the 
only important market outlet for farmers will be 
contracts with the government, private operators 


or co-operatives. 


United Co-operatives! Board and Management 


has taken action to move into contract feed and 
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vertical integration, If agriculture is to be 
integrated, we believe it preferable that it be from 
the bottom up for the benefit d the farmers, rather 
than from the top down at the expense of the farmers, 
If production, processing, packaging and distribu- 
tion are to be integrated under one 'business 
management' we strongly believe that farmers should 
control the integration by building their own 
processing and distribution co-operatives. The 
farmers will not only have control, but watever 
earnings are made in the different stages of the 
integration will be returned to the producer. In 
1957 United Co-operatives returned to members in 
patronage some $157,000 from central manufacturing 
of feed. We have plants that should eventually 
lead to building processing plants. This inte- 
grated programme, owned and controlled by Ontario 
farmers will return substantial patronage to the 
producers and will indirectly, if not directly, 
reduce the ‘price spread'. 

It is estimated that Ontario co-operatives 
handle from 30 to 33 per cent of the cash grains 
of wheat, corn, soyabeans and white beans marketed 
4n southwestern Ontario, Co-operatives have been 
for some time established in grain marketing and 
it would appear that margins are reasonable for 
gathering, cleaning and drying of these grains that 


are made ready to be shipped to the processor. 
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Handling charges of local elevators are from five 
to ten cents a bushel, depending on market and 
volume handled. United Co-operatives' Grain 
Marketing Division markets most of this grain for 
locals at a brokerage of approximately one cent per 
bushel. 

United Co-operatives in cooperation with 
producer marketing boards has extensive plans for 
building a grain terminal to store and condition 
grain so as to more evenly feed the market. At 
the present time (D. R. Campbell, 0.A.C. Survey 
1955-56) seventy per cent of the wheat goes to 
market during harvest months of July and August. 
This storage will provide more stability to market 
and help to prevent wide fluctuations in price. 

Lt ts our beliet thavcssuch, surplus: term 
produce should be stored as much as possible in 
producer hands through his own co-operatives and 
fed to the market in an orderly manner. 

Mr. Chairman and members of the Commis- 
sion, we realize that there are many influences on 
the price spread from producer to consumer that 
co-operatives cannot change. However, we are 
firmly convinced: 

(a) that we do reduce the price spread by 
return of patronage dividends. 

(b) that we do act as a contravailing power 
on behalf of producers, against big busi- 


ness, with resulting fairer prices and 
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marketing practices. 
(c) that we.do more orderly feed the farmers! 


product to the market and thus help pre- 
vent wide fluctuations in price and 
speculative gains. 

(ad) that we do improve quality of the product 
and reduce waste by farmers own handling 
of the product because it is to his inter- 
est more than anyone else to so improve, 
MR. WILKEY: Mr. Chairman, that concludes 

the submission ef the Co-operative Union, 

THE CHAIRMAN: I would like to thank you, 


Mr. Wilkey. 


---A shart recess. 
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THE CM@AIRMAN: We will come to order. 
Mr. Wilkey, my colleagues wish me to say to you 
that we are extremely interested in your presenta- 
tion and we appreciate it very much. However, 
it may be difficult for us to ask questions in an 
orderly way and I tnink tne best procedure to follow 
is that I would ask my colleagues, starting with 
Mr. MacKichnan, to ask any questions and they may 
be directed to you or others in your group who pre- 
sented submissions. I would ask Mr. MacKicnan 
if he has any questions. 

COMMISSIONER MacKICHAN: Mew Chairman. 2 
must say © agree with you that 10 is’a Little dirfa— 
cult to get started with this wealth and magnitude 
of material which is all very pertinent to the topic 
an, mind. To get these briefs sorted out is not so 
easy. 

T would like to say we appreciate the fine 
clear voices these gentlemen brought to tne witness 
stand this morning because they have been helpful to 
us, to the audience and our reporters. 

In the Co-operative Packers, on the first 
page you mention that the 4nitial payment is usually 
the daily market price. What would change that 
basis of initial payment? 

MR. INGLIS: Well, Mr. Chairman, the 
answer to that,iI think I can safely say that in the 


past year our books would prove that we have paid 
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@ 


cone daily quota price, Now, there may be excep- 
tions, but we say "usually". Sometimes the market 
will fluctuate from 25 to 50 cents and perhaps we are 
on the lower or upper end but our books will sub- 
Stantiate the fact that we do pay the price, 

COMMISSIONER MacKICHAN: The market at 
the moment was a bit uncertain just at that par- 
ticular time and following a good co-operative prin- 
ciple you would pay a safe market price and ee Rol ss lis 
up from there? 

MR, INGLIS: Yes, that 1s what we try to 
follow. 

COMMISSIONER MacKICHAN: COAST Dittee 
we have a dotted line very definitely inside all the 
way and narrowing the margin between this chart 
which resembles the one we have on the wall. You 
feel that is --- 

MR. INGLIS: Are you referring to our 
Co-operative? 

MR. MacKICHAN: This dotted line paying 
Giviadends in there? 

MR. INGLIS: IT think we feel tnat it is 
true in the case of most Co-operatives that dividends 
paid to farmers have not followed that line as 
closely as one line follows the other. It does 
follow, but over the years I think you have to take 


into consideration the increase in the members! equity 


would bring that line pretty well in. 
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COMMISSIONER MacKICHAN: On the brief of 
the Elgin Co-operative, you purchase your supplies 
from United Co-operatives of Ontario? 

MR. IRVINE: Parural bye 

COMMISSIONER MacKICHAN: Except what is 
purchased locally? 


MR, IRVINE: In Ontario we do purchase 


from other suppliers. The position of grain has 


something to do with that. 

COMMISSIONER MacKICHAN: Freight rates are 
very important. You can tollow that ease Dus. neu 
back west? 

MR, IRVINE: That Ts riphu, 

COMMISSIONER MacKICHAN: On Item C you 
start with the words "buying, grading and marketing 
eggs"? 

MR, IRVINE: Well, our egg business is a 
very small percentage of our business, a very small 
operation, but we do collect a few eggs from farmers 
and sell them. 

COMMISSIONER MacKICHAN: I was just think- 
ing of buying and marketing for members. 

MR, IRVINE: It is actually a combination 
of both. We quote a price to the members and we in 
turn sell them, 

COMMISSIONER MacKICHAN: You can see that 
what I was afraid would happen is happening -- I am 


jumping around. Now, the first brief we had, the 
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Co-operative Union brief, on page 4 we have in the 
latter words of "A": 
"If consumers want special services they 
"should pay for them and not have the 
"agricultural producers bear the burden." 
I was wondering if it was in keeping with page 5, 
about two-thirds of the way down, where you say 
the producers should share in the benefits. 
MR, WILKEY: On page 4, in "A", we say: 
"We recognize that a price spread is 
"necessary; a service performed be- 
"tween producer and consumer has to be 
"naid for and is reflected in the price 
"spread." 
We maintain, however, that the primary producer 
should follow their product as far as possible on 
the market in establishing processing facilities 
such as dairy plants, live stock packing plants, 
etc. 
COMMISSIONER MacKICHAN: I was a little 
too far down the page: 
"Furthermore, if there is an advantage 
"to be gained in a marketing of food pro- 
"duets through processing of any kind the 
"Parmer-producer has a right to share in 
Sabena 
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MR. WILKEY: I do not understand the 
question. 

COMMISSIONER MacKICHAN: On page 4 we 
have that clear, if the consumer is paying more for 
it the farmer should not lose out on the price he 
gets. There is an advantage to be gained in the 
marketing of food products through processing and 
farmers should share if they do the processing them- 
selves? 

MR. WILKEY: That is right, he should fol- 
tov thie proauct Uas sar ecene can. 

COMMISSIONER MacKICHAN: But not the dis- 
tributor who does the processing? 

MR. WILKEY: Pardon me? 

COMMISSIONER MacKICHAN: Bu HOM wae Lhe 
distributor does the processing? 

MR, WILKEY: That is right. 

COMMISSIONER MacKICHAN: One would follow 
the other, would it not? We might be getting into 
embarrassing questions here and it occurs to me that 
we have to take the good with the bad. Miers, Lal 
for the moment. 

THE CHAIRMAN: Mr. Martin? 

COMMISSIONER MARTIN: On page 4 of the 
main brief you mention that the spreads should be for 
essential and necessary services, that is 6-B of your 
brief, and some of those services are mentioned in /, 


like processing, packaging, wrapping, freezing, 
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storage, transporting, advertising. You mention 
specifically essential and necessary services? 

MR. WILKEY: What I was indicating there 
was in a case where possibly there are four or five 
milk rigs on the same street and that is an unneces- 
sary service, having that number. Lv “could very 
well be just two or three, and, therefore, decrease 
the price spread the consumer is paying, the cost 
of having that number of milk wagons on the same 
street. 

COMMISSIONER MARTIN: And you consider 
that as a wasteful, unnecessary service? 

MR, WILKEY: It is an unnecessary ser- 
vice having that number. Now, we do agree that 
it is a necessary service to have that available 
to the housewife but possibly in not such a large 
number. 

COMMISSIONER MARTIN: On page 6 of the 
same brief, "A" and "C", you mention the investment 
of the Co-operative member to build the equity or 
help finance the development. Do you consider 
that investment made by members in a Co-operative 
out of his dividends something different from invest- 
ment made, should I say, non-cooperative corporations? 

MR, WILKEY: I would say yes to that. 

The very fact that through this patronage which is 
deferred and reinvested back into his own enterprise, 


should the directors or members think the business 
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should be wound up or dissolved, the distribution 
of the surplus would be divided according to the 

rate of patronage done by that particular member 

over previous years. 

COMMISSIONER MARTIN: In the supplementary 
brief given by Kimberley Co-op Creamery, at the 
bottom of page 5 you say: 

"I feel the interest of producers and 

"consumers would be better served if 

"grades were maintained on butter direct- 

"ly from producers to consumers," 

Are you referring in there to reworked butter? 

MR. RUDNEY: May I have your question again? 

COMMISSIONER MARTIN: On page 5 you say 
that the interests of the producers and consumers 
would be better served if grades were maintained on 
butter directly from producers to consumers, Are 
you referring to reconstituted butter? 

MR. RUDNEY: Yes, we maintain that a 
producers and consumers would be better served if 
grades were maintained on butter directly from 
producers to consumers. At the present day we have 
many brands of butter and they come to a large number 
and it is confusing for a consumer to choose which 
one is best because it is only named by a brand, 

Wo; lor 2. No. 1 butter, top-notch, or 43 score, 
42 score, 40 score and 39 score is good butter. Our 


"GAY LEA" is a good butter and it should be so marked, 
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wnen the housewife purchases it,so she knows the 
exact grade of the butter. That was our idea in 
that. 

THE CHAIRMAN: I was interested in this 
question too. Is that not ‘a little confusing to 
rerer to Chis ‘as erading from producer -throuech ta 
the consumer, because the producer product is butter- 
fat and you cannot grade it in quite the same way as 
Vou Call Grade -DUutLer’: I assume you are speaking of 
the movement of butter from the creamery when it 
becomes butter, to the consumer? 


MR. RUDNEY: YESS) 16a be 
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MR, COMMISSIONER MacKICHAN: May I ask 
one question to clear up something in The United 
Dairy &. Poultry Co-operative brief? pm orien 
in assuming that this has been previously a depart- 
ment of the United Co-operatives in Ontario and a 
is now being organized as a separate co-operative? 

MR, RUDNEY: Yes owthat 46 righs., The 
formation of the United Dairy Co-operative will be 
the facilities of the United Co-operative plus the 
merger of local co-operatives, 

COMMISSIONER WALTON: May I follow up 
for amplification on the Kimberley Co-operative brief 
Cnesection 57? 1 gather that you feel that if the 
score was added to each brand then consumers would 
more intelligently know whether they had the top of 
Pracess and soon. But don't you think that: would 
add to the cost? The Government regulations state 
that you have got to have Grade 1 or Grade 2, or 
whatever it is, on your butter wrapper, and there 
is a tolerance within that? 

MR, RUDNEY: Lest 

COMMISSIONER WALTON: Then the more refined 
grading that we do would surely add to the cost? 

MR, RUDNEY: I don't know, Score is 
actually marked up when the butter is originally 
graded, and it could be graded from month to month, 
and the score is always marked up, Now, No. 1 butter, 


39 score -- if you can buy butter No, 2, which is a 
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lovely butter -- how does the housewife know she is 
getting No. 1 butter Some are doing it now, but 
the only way you can identify a good butter is by 
experience of buying dairy butter, which has over a 
score of 40 to begin with, Mostly it is exhibition 
butter, 

COMMISSIONER WALTON: May I ask another 
question, Mr, Chairman? Leather, and.I thinigsthas 
is the premise of quite a few of the briefs, includ- 
ing the original one, on Section 4 of your major 
brief, that primarily the Co-operatives. feel that they 
narrow the Spread between the producer, what he 
gets, and what the consumer pays because they are 
able to give this patronage dividend, and that gives 
a bigger return to your producer. Bue “Lt doesn't 
benefit the consumer, does it? I mean, really 
your Co-operatives benefit the producer. I notice 
this in the brief, and I presume because consumers 
haven't entered into food co-ops -- is it because 


Lites mot attractive vo them? Can you amplify on 


that? 


MR WIDKEY : The development within the 
Co-operative movement in Ontario, I must admit, has 
been in the field of agriculture, a rural and com- 
munity type of operation, as against a city or urban 
development. However, we realize that with the 
rapid development in the city areas there is a great 


potential there for consumer development, co-operative 
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movement in the cities, but the development always 
seems to have been based on agriculture, 

COMMISSIONER WALTON: By implication, I 
would gather that they feel some of the Co-ops -- 
that the producer should follow their product through 
doped Pas possi ble, It would be to their advantage. 
Is it that you feel there would be some functions per- 
formed now, wasteful ones, or the producer who was in 
the distributing field could be more efficient? 

MR. WILKEY: May I refer that question to 
Me) Gnekd s? 

COMMISSIONER WALTON: I think it was in 
Baseibeier that 1 saw that. 

MR, INGLIS: I am not sure whether I am 
going to answer this entirely to your satisfaction, 
but I will attempt it this way: I am a producer and 
I am also a consumer. Lola .0ub Daemy. prveh. thas 
we received § .67 of a dividend. I would also 
like to point outethat: asvarconsumer: 1 talso. wreceilve 
a dividend, from the consumer angle. Soethae = 
received a dividend on the products marketed as 
well as on the other angle. In other words, if you 
refer again to Exhibit "A", as a consumer -- I am 
thinking of a buyer of products, in this case grain. 
Maybe I am confusing with consumers -- but as a buyer, 
from our local Co-ops I have been able to reduce -- 
well, it is food prices, I am sorry -- but I am able 


to reduce my cost in buying products and also selling 
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predicts. 

COMMISSIONER WALTON: I was trying to 
find out if you felt, through your Co-operatives, 
from the producer to the consumer, that there were 
efficiencies a co-operative could institute that 
were presently being handled by other Aen ee and 
if I assumed that, can you say what agencies you 
would eliminate? 

MR. WILKEY: What Mr, Inglis was indicating 
was that from the time the product goes to market 
until it is consumed, any surplus or gain on that 
product, if it were marketed properly, could be 
returned to him in the form of a patronage dividend. 
He gets a patronage dividend, and when he buys a 
product at the grocery store, any gain on the sale 
ofthat product is given to him im the form of ca 
patronage dividend. 

THE CHAIRMAN: May I try to formulate 
Mrs. Walton's question this way, which I think is the 
mal pointy of thesquestion. Let us take the con- 
sumers' co-operatives. Well, they say, "We buy 
at the same prices as other distributors buy, and 
we sell at the same prices, but while we do these 
things we are still able to return to Thespurcheases: 
the customer, something additional which we call the 
patronage dividends." Now, in some way or other 
this reflects some kind of savings in the retail 


function, and I think Mrs. Walton's question really is, 
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what is the nature of the Savings which enable you 
to return these patronage dividends? How do you 
do the thing for less, apparently, on the basis of 
these assumptions? 

MR, WILKEY: May I refer that question to 
Mr. Charles Haapanen? 

MR. HAAPANEN;: I am afraid I can't answer 
this question to the satisfaction of our producer 
friends here, In my learning, reading, where the 
consumer co-operatives are strong, there is a conflict 
often between the consumer co-operative and the pro- 
ducer co-operative. Large producer co-operatives 
have come to a stage where they control markets, and 
large consumer co-operatives have had to, in some 
cases, Start thelr-own farms. But I think :-in most 
Beneral cases == L was, several years “ago, "with a 
Seottish Co-operative, the buyer from Scotland and 
their board of directors here, and, as I recall him 
mentioning, they try to be fair in making their pur- 
chases, and in general they buy from the pool, which 
is the Co-operative, and also in their fish or 
cannery organizations they try to be fair in their 
peLces. In my own thinking, of “course ;4ul tury 7G 
buy as cheaply as I possibly can and try to sell at 
reasonable prices. So I can't answer that question 
any more specifically. 

If our Co-operatives, if the consumer co- 


operatives get strong, I am afraid we will have lots 
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of conflicts with our smaller producer co-operatives. 

THE CHAIRMAN: Weld, Inthinkethie ts 
fundamental to the problem. L Wil Gry. tospucpeLs 
even more explicitly, and I am going to make 
assumptions in regard to the prices you pay for the 
products you sell, and I am going to make assumptions 
in regard to the prices of the products which you 
sell. Let us assume there is an independent pro- 
prietary store in Timmins and your Co-operative 
store. I assume you pay the same prices to the 
Suppliers. Of your’ products. and your pricessare= the 
same as in the other store. Assuming that the inde- 
pendent operates within that price spread, that you 
operate within that price spread, but you return 
patronage dividends to your customers which is not 
paideby an independent. Well, in some way -- 
let us call this a saving you are able to effect. 
Weill, in the casesof the a ecencacns this spread 
goes either to pay for the capital which is provided 
or to pay for labour and labour services or to pay 
for other supplies which are necessary to carry on 
the business. 

Do any of these savings come out ,of the 
return to capital? Does the capital provide it? 
Does the Co-operative get a lesser return than the 
capital return that is provided in the private busi- 


ness? Is there any saving there? 


MR, HAAPANEN: If I understand that 
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question right, my answer is that the capital must 
certainly have its return. Now, how much of a 
return is another question. If you have sufficient 
capital to operate, I think you can operate more 
efficiently, more efficient equipment; you haven't 
got all the interest to be met which many of the con- 
sumer Co-operatives: have difficulty in doing. What — 
ever savings are made, we have not paid any dividends 
or interest on the so-called capital. We have all 
distribuved out of purchases. Our original capital 
was only $1260; our capital now is somewhat around 
$100,000 -- more than that. Most of that has been 
accumulated from savings made in consumer purchases. 
Some of it has been retained as operating capital, 
which is to the consumer interest, and the other 

has been returned as patronage dividends. Does 
that answer yourquestion? 

THE CHAIRMAN: Well, on the surplus which 
is retained in the Co-operative and not paid back as 
patronage dividends but is retained, you are not, in 
fact, paying interest? 

MR. HAAPANEN: All our reserve -- we might 
call that a community fund. It belongs to our 
members, but when the members withdraw that money is 
not taxed; that is our reserve that is not taxed. 
Their capital has been paid out to them, but that 
has been all accumulated from the patronage divi- 
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THE CHAIRMAN: Let me try a second 
specific question. Do you pay the same wages to 
labour as corresponding private businesses? Do 
your executives get as large salaries? On this 
labour side are there any savings? 

MR, HAAPANEN: I am the highest executive 
irmOudeOrsaniizaiaon. I have never asked what the 
other fellows get in the same size of business, but 
I have been getting along very well. I have started 
Metyesinci | and, of course, the cost) of Living thas 
increased, and I couldn't say what: the.other stores 
ace payline, But I would say in general we pay the 
same -- not in the way of what the chain organizations 
pay in the $10,000 and $50,000 and $100,000 class, 


no; we are away below that $10,000 class. 
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THE CHAIRMAN: Well, there is a very pos- 
sible area in which Savings can be effected, and that 
is in the nature of the services provided: do you 
think that your Co-operative provides comparable 
services, and Co-operative stores generally provide 
comparable services to the buyers of services as those 
provided by private firms -- or, is there a saving? 

MR, HAAPANEN: I think we supply, perhaps, 
more service than our chief competitors in Timmins, 
We started back in 1931 in the communities with 
credit and also deliveries, In those days chains 
were even selling on credit to a few customers; [I 
don't think it was general, but they had credit 
accounts ; We still continue a credit policy and 
detivery policy, which’ te 4 Service, and, tas far aa] 
can say, our prices are pretty well the same as our 
ehief competi.tors. 

COMMISSIONER WALTON: What about promotional 
-- because you have members and non-members at the 
consumer level, don't you? 

MR. HAAPANEN: That is right. 

COMMISSIONER WALTON: Do you advertise as 
much as your competitor? Is there any saving there, 
or do you feel you have got a built-in part customer 
trade through your members so that you don't need to 
expend as much on advertising? 

MR. HAAPANEN: No, we have naturally a 


backbone in our organization, I think every 
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Co-operative has good members, and others who are 
there only for the service and the saving they get 
Out solic awhorwdon'treare (if it is half a: -cent or 
one cent lower; they will wear their shoe leather 
two cents to get there. On the whole we haven't 
done sufficient advertising and sufficient educa- 
tional work to get more, but we had to do a certain 
amount, I think, in order to stay at the level we 
are at. We don't advertise quite as heavily as 
our competitors. L think a lot of that 1s a waste 
of money; we try to eliminate it as much as possible. 

COMMISSIONER COUVRETTE: I have a question 
for Mr. Wilkey. What is the tendency as far as 
paying the dividends goes: is there a tendency that 
they are getting lower or higher, as far as food 
prices go? 

MR. WILKEY:; Patronage dividends are based 
on net earnings made from operations, and there are 
quite a few factors involved in arriving at a net 
earning in an operation, and patronage dividends are 
paid-on that basis. 

We have two different types of financial 
structure: the share capital type, as compared to 
a member loan type, and I would like to answer Dr. 
Stewart's question on interest-bearing patronage 
dividends. That is defined at the local level by 
the local board of directors -- whether or not they 


shall pay interest on patronage loans. In some 
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cases, in the share capital structure the Co-opera- 
tive has authority to transfer patronage loans to 
unissued shares of capital stock in the organization. 
In the member loan type of structure, patronage 
loans can either be paid in cash, depending upon 
the balance sheet of the business, or credited to 
the members! patronage loan accounts, which may or 
may not be interest-bearing. 

COMMISSIONER MARTIN: Is the rate of 
interest determined before the operations, or at 
the end? If I remember correctly, you were saying 
the rate of interest in the Co-operative has been 
determined before the beginning of operations? 

MR. WLUKEY : No, the rate of Anteresr 
for patronage loans is calculated following the 
year-end operation, and is determined by the members 
at their annual meeting. The board iol wirectors 
may recommend to the annual meeting that a certain 
dividend or interest be paid on the net earning, but 
the members have the authority to veto that and put 
the entire amount into reserves, or declare them- 
selves a patronage dividend. It is at the members! 
discretion. 

COMMISSIONER COUVRETTE: Perhaps I 
should ask the question in a different way: has 
the percentage of net earnings a tendency to get 
higher or lower? 


MR. WILKEY: It is a very good question. 
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We have so many diversified types of operation in 
Ontario, it is rather hard to answer the question. 
Generally, I always say that the rate of patronage 
has been fairly consistent in local groups. It 
does not vary too much unless there is some form 
of catastrophe suffered by one particular Co-opera- 
tive in one particular area, Tf you sreler 2b 0 vir: 
Archie Irvine's balance sheet, you can see that over 
the past years -- the last five years -- the dividend 
has been fairly consistent at. 3 per cent. 

MR COMMISSIONER COUVRETTE: Yes, but 
you are answering on the dividends, and I am still 
coming back to the earnings, because if after all 
your efforts to ,lower the margin the net earnings 
show a tendency to be different, the same trend 
should show for the last few years -- to the other 
Cyoe OL. BOLstri bution. That is why I am asking, as 
a matter of information, if you can answer whether 
the net earnings as a whole, after all those efforts 
by the Co-operatives are made to lower cost as much 
as possible, have a tendency to get bigger or not. 

MR, WILKEY: Yes, I would answer "Yes" 
co that The business as transacted in a local 
Co-operative has been on the increase, and inw so 
doing automatically increases the net earning. 

COMMISSIONER COUVRETTE: Of course, I am 
referring to the percentage basis as compared to the 


volume of business done. 
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percentage of gross sales volume, which is repre- 
sented by net revenue, has been rising or falling 
over the past five or six years? 

MR, McLEAN: Well, I would think I would 
say that the retail at the local level is about 
holding its own. That depends somewhat on economic 
conditions, but I think I would say that as we get 
further into manufacturing that the margins are 
wider -- that the net is greater. I would say 
that would be our estimate. 

COMMISSIONER COUVRETTE: Just one more 
question: on page 5 of the main brief it is said 
that the ideal situation would be to handle food 
from top to bottom -- that is from the producer to 
the consumer: if such a situation developed in the 
food business, and if it is the ideal situation in 
this field, I suppose it would be the ideal situation 
in just about most fields where it is possible to 
have Co-operatives -- whether it is food or not. 
Then, what would happen -- or, is the situation where 
corporation taxes that would not be paid -- has 
that been studied as far as the spread is concerned? 
That is, after all it is the consumers who pay the 
taxes, and if through Co-operatives the ideal 
situation materialized, what would happen as far 
as government income from corporation taxes 1s con- 


THE CHAIRMAN: Would you know whether the 
cerned? In other words, would you still claim the 
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consumers would gain so much, or would they have to 
pay more taxes individually some how? 

MR, WILKEY : It would be a saving as far 
as the consumer member would be concerned, because 
the Government under its present legislation recoge 
nizes the need for a housewife to shop as economically 
as possible, and therefore has exempted from taxation 
all patronage returns paid them from consumer outlets; 
it is not taxable. 

COMMISSIONER COUVRETTE: Yes, but the Co- 
operatives would deprive the Government of important 
income that they get from corporation taxes, wouldn't 
they? A Co-operative system would do that, and 
that, in effect, would have to be found somewhere. 

MR. WILKEY: The Co-operatives are required 
to pay the 20 per cent federal income tax, the same 
as applies to any other corporation, and on top of 
that they are required to pay 11 per cent of the net 
taxable income to the provincial government under 
the Ontario Corporations Act. 

COMMISSIONER COUVRETTE: Well, I know 
that Co-ops are paying certain taxes, but I suppose 
we can both agree they are not paying taxes on 


dividends? 


MR. WILKEY: Not on member business, 
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COMMISSIONER COUVRETTE: They would be 


the profits of an ordinary corporation? 
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MR, WILKEY: Well, I am not familiar with 
the legislation. 

COMMISSIONER MacKICHAN;: The farmer who 
receives refunds for some of his farn products has 
to vectare 2c in his ineome? 

MR. WILKEY: Yes. We were speaking 
primarily of consumer Co-operatives. 

MR. HAAPANEN: Mr, Chairman, may I suggest 
that when the income tax law came into effect I 
don't think the idea was that corporations should 
be collectors of tax, but that is what has come about 
now, Large corporations make sure they get a cer- 
tain dividend after their income tax, 

I have a document here which I do not want 
ponents as an exhibit, but it was given to me the 
day before I left: a food organization which has a 
$1 billion, 88 million, business with an income of 
more than 10 per cent; their net earnings were more 
than 10 per cent. So, there is quite a spread in 
there for a manufacturing organization having more 
than 10 per cent profit. Yet, after the taxes, they 
still have almost 5 per cent left over. There is no 
independent retail organization or Co-operative which 
makes that much profit. 

COMMISSIONER COUVRETTE: I am not discus- 
Binge that part of It. I just want to find out 
what your reaction is to the fact that if we had 


this ideal situation described in this brief, that 
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whatever amount is paid in taxation by a corpora- 
tion, part of which is not paid by Co-operatives, 
it would have to be paid by the consumer, and when 
you say you save that part of the earnings for the 
consumer, do you take into consideration that if 
the ideal situation developed they would have some 
how to make up for the lower government income, as 
consumers, and therefore they would pay as much 
spread, and it would become part of the spread, 
really? 

MR, HAAPANEN: I think I know what you 
are referring to. I simply say that no organiza- 
tion should pay income tax -- I do feel they have 
to pay income tax on their profits, on what they 
do distribute. However, the way it is now, the 
taxes are actually hidden in the price: our income 
tax, and everything else, the consumer pays for it. 
iPr wsEpeodenw in the price. We, as consumers, would 
have to pay that tax, certainly, for the government 
to run the country's business, and perhaps the 
politicians would not spend so much when the con- 
sumers came to know how much their taxes actually 
are, 

COMMISSIONER COUVRETTE: Anyway, the 
consumers would have to pay a tax. 

MR. HAAPANEN: They will have to eventually. 

COMMISSIONER COUVRETTE: So, the spread 


is not as wide as it seems to be when you claim the 
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fact that you distribute payment as dividends and 
that there is a diminution of the spread. 


MR. HAAPANEN: Well, in the case of 
Cochrane I don't think it differs any. There is 
still a spread. 

COMMISSIONER COUVRETTE: Yes, 

MR, HAAPANEN: And they have paid their 
taxes on the goods they have bought from the Society, 
because the consumer has to pay. The consumers! 
Co-operative buys from independent organizations, 
and we have already paid that tax to them, and the 


manufacturers then makes up the payment. 
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COMMISSIONER COUVRETTE: Yes, but. J 
suppose we can agree that it would not diminish the 
spread that much where the consumers would have to 
pay a higher taxation if we wern only under a 
patronage dividend system? 

MR, HAAPANEN: Perhaps not that much, but 
some. 

COMMISSIONER COUVRETTE: Just one more 
question on the Kimberley brief: it was mentioned 
there was a dividend of so much on eggs in 1957. 

I do not suppose this is the first dividend that 
was paid by that Co-operative; patronage dividends 
were paid before although they are not mentioned? 

MR. RUDNEY: Perhaps I can elaborate 
on this and I vhope I can explain it clearly enough 
Log you, The Co-operative principle is a good idea, 
it is a very good idea, but it is no good until it 
is put to use and two hundred farmers had this idea 
at Kimberley ten years ago that they could reduce 
the spread between the consumer and the producer 
by serving themselves and the Co-operative member. 
This proves that it was a good idea because the 
two hundred members started off with an iniviat 
investment of $10,000 and in 1958 when our last 
auditwas made we have a fair capital bulliaws. ef 
$43,350. We have paid in patronage alone to far- 
mers to narrow the spread, 250,000 and we have re- 


deemed shares of $10,920, thus reducing the 
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donational spread that would have been had the 

operation been carried out by an independent organiza- 
tion. The original members, consumers and producers 
would have all this extra revenue so it is income that 


has been built up above the cost including all taxes 


that a Co-op has to pay. We even pay taxes on our 
reserves. That is, we are allowed something like 15 
per cent of our share earnings. We do not pay for 


that, that goes to loans, but if the directors wish 
that we should have more reserves or our dividends 
were big -- often we have reserves of $13,000 -- 

each time we withdraw that from the net earnings we 
pay, I cannot name the exact amount, but it is a sub- 
stantial tax, quite a substantial sum to the Govern- 
ment. 

Now, the question arises that maybe a con- 
sumer is not benefiting or paying some of the prices 
that the Co-operative will not ae, Our net earnings 
for that last ten years have been $143,310. This is 
owned by the members of the Co-operative, Kimberley 
District Co-operative. How much it would be narrowed, 
the pread in the everyday current prices, that eS a 
very substantial sum. The everyday price we have 
paid to our producers to reduce the spread was 2.95 
cents. We have paid as high as 5 cents back to 
the producer and as low as 2 cents. 

I might say this off the record, before 


the Co-ops came into operation it was 5 cents -- that 


ee eae ‘scarey, aad ol 2 
ca eae wettest Tela < aed) ee go oe ee 
a7 AS ease Vas ae a aa oy wae Ose vitae 
Gh ciii-geridenne Dawoete Sin ay a | 
en SEG a0: sk sv aston tou Ayame qd ae aes ia a) : 
weit Soraeuks ot Th tue Aiba ha ee gerty jee 
ganehi veh qo. 16 Pevisas seth aued Ritiaye vw we 
ae QO EA Te ape Ke aed ot ‘odie we tf Soe | 
fa vondeme 146 srt Witt tads, ieee wold dias | 
site we 2F $6, $0 oon apes Spine Phase yaad 
eeeryce mae oe Pils fabzacs seus A eettp aed fetinadé 


; | ; 7etem | 

age 2 stentalaly peelie johns) sae aan 

Bay lc ort latin | Sete, TO eet Tees son ef Tamils 

ateimes tae Ni ALE, OG8 hie oe hte oll and Sang 

ef aie DORE £9 4s. Ce eyvas Sieay 14 ine, fads 467 
yateodare carinisiaeey Set Jo apedinem aint yet bees 


fu 


{eerie ay Fupoowe Ee. dete’ Wor wiiorsqo-8o Sebreeeil 

a: @edt; ering Wee eae aaa’ we? & vie ont 
Be) Sy eis SORE ey asi". yauee (eeiaeiig rer 

RES aan be) retro? elaine deel halal of Bleq 


- 


ow gondii oar: a aieated ce ae ial 


: tae: ene! Ger pete bei ris Hl 

i | 

nisi otaae oat "ae SER coe ped” | 

caskd? ~-c. apes: & agit ate wagbhenage «nigh ? 
*) 7 

YF at Le 


2368 
ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


is 5 cents below the price of butter -- but since 

the Co-operatives across Canada, including Ontario, 
began the practice to Co-operative members the situa- 
tion has been reversed, Today we are paying to the 
producer 67 cents for a pound of butterfat and the 
Government support price for butter is 64 cents. 

Even with this competition the initial price of the 
product has not been increased to the producer, 

Does that explain it? 

COMMISSIONER COUVRETTE: Thank you. 

MR. RUDNEY: May I take just one more 
second? The question primarily was about this price 
on the! taxes? 

COMMISSIONER COUVRETTE: No, let us not 
go back to that question. My question was only, was 
tie tirst dividend paid in -1957 orvdid=you ever pay 
dividends previous to 1957? 

MikRe “RUDNEY’: I am sorry, our first divi- 
dends were started in the fifth year of our operation. 
Prior to that any income we had had to go for debts 
the members had to make loans from the Government. 

COMMISSIONER COUVRETTE: When did your 
operation start? 

MR. RUDNEY: in. LO4T: 

THE CHAIRMAN: Mire Kidd? 

COMMISSIONER KIDD: In the Timmins sub- 
mission, on page 6, there are quite a few points 


that would make interesting discussion but we do not 
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=== 


have too much time. I will take Point 4, dis- 
cussing the question of who should pay for expansion, 
and you say: 

"The consumer does not profit from ex- 

“oansion.” 

Now, do you mean by that that you are thinking only 
1 Germs, OF an additional number of outlets or are 
you thinking in terms of the size of the outlet? 

MR. HAAPANEN: Even though I am not paid 
as well as many of the corporations, I have half a 
dozen shares of some of the companies and there 
always seems to be in the report that so much has 
por oe par.d Tor expansion. I am referring now to 
the Bell Telephone. They want high rates because 
they are building more lines. They still have 
high dividends, high profits. My reference here 
is definitely that I should not have to pay higher 
telephone costs in order to have that expansion. I 
am talking now as a non-shareholder. 

COMMISSIONER KIDD: tT am thinking in 
different terms. L am thinking as is said in one 
of the other submissions here that as size of opera- 
tion increases there should be some savings from 
the size and efficiencies. Are you suggesting in 
this particular case today we have reference tO 
that the consumer does not get the savings, there 
is no lowering in price even though there is the 


expansion programme going on and even if the outlets 
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ape there? 

MR, HAAPANEN: I say definitely if an 
organization gets larger there is a point, when 
they get to that point there is a saving, but beyond 
that perhaps there is not so much of a saving and 
you get to that point, particularly the consumer 
Co-operatives, that the saving is for the consumer. 
Now, the consumer naturally, if it is his organiza- 
tion, he should invest that for that purpose of getting 
that increased size. In the same way I would say an 
independent, he has to get that money from some 
source rather than charging higher prices in order 
to get that larger building. Does that answer it? 

COMMISSIONER KIDD; What you are saying is 
the consumer is not benefitted from the’ increase in 
the size of the outlets; that is what you are’ saying, 
i apes ee 

MR. HAAPANEN: In a general sense, ina 
leree organization, no, ne does: nov, 

THE CHAIRMAN: Mr. Dummond? 

COMMISSIONER DRUMMOND: Mr. Chairman, 
since I have to select one question from a possible 
one hundred or more I am wondering just which one it 
should be. This will be an extremely general ques- 
tion and anybody in the group of nine may feel entirely 
free to answer it. Since, as your evidence indicates, 


consumers! Co-operatives have thus far virtually not 


= __|| developed in this particular province apart from 
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limited areas in Northern Ontario, I presume we must 
conclude that any spread-narrowing effect as a result 
of Co-operative action in this province has been the 
result of price raising at the producer end rather 
than price lowering at the consumer end. Would that 
be a sound conclusion? If everyone agrees to that, 
if I might add a supplementary question. 

Is there any definite assurance or guarantee 
or certainty that by the same fact that you are able, 
as you have indicated, to raise prices to your pro- 
ducers, you thereby do in effect narrow the market 
spread, the spread between what the farmer gets and 
what the consumer has to pay? In raising your 
price at the farm end through Co-operative action, 
are you in effect assuming that that increase which 
whoever it is who buys from you has to pay, that 
that increase will not be pushed forward and eventu- 
ally land in the consumer's lap, or are you assuming 
that somehow or other there will be a narrowing effect 
take place in between? 

MR, McLEAN: Well, Mr. Chairman, I think 
that I am right in saying that when we return Che 
patronage dividends to the producer the producer is 
getting more for his product and it therefore follows 
by the chart that we do narrow the spread. That 
fact seems to be established, that we do narrow the 


spread. 


Now, as to which end we benefit most, the 
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producer or the consumer, of course everyone is a 
consumer in the final analysis and I do not know, 
In fact, from the farmers! standpoint, and being a 
farmer, the farmer problem is a social problem that 
has got even the Government stopped as to how to solve 
it, and I think anything extra to the producer at this 
time willl be of benefit to the economy. itis true, 
ao larvas the consumer’ is concerned, if he wot his food 
cheaper that would be of benefit to the economy too, 
but I do feel very definitely that it does narrow 
the spread. I cannot just follow you, Mr. Drummond. 
when you say that might be some time passed on to 
the consumer. What we are investigating here is 
narrowing the spread and whether we are farmers or 
city people we are all consumers and we are narrowing 
the spread. The Co-operative is a service of cost; 
if the charges are in there they are returned some- 
where either at the consumer Co-operative level or 
the producer Co-operative level. As Tar sasetive 
Co-operatives are concerned their financial statements 
are an open book. As to the Utopia that Commissioner 
Couvrette refers to, I will not comment on that. 
COMMISSIONER DRUMMOND: Just one further 
comment: I would like to get the general reaction 
of the group to this general observation. You have 
all advanced very effective evidence today to indi- 
cate that savings have actually been made by opera- 


ting Co-operatives, at least for the members. What 
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I am going to suggest is this, just to see how you 
react to it: many people contend that savings by 
Co-operative members in the form of patronage divi- 
dends while quite large, and you have given some 
figures, are actually relatively insignificant 
compared to the gains which are obtained by pro- 
ducers and consumers in general and which result in 
the employment of Co-operatives in the nature and 
degree of price competition. What is the general 
reacvion? 

MR, McLEAN: Well, Mr. Chairman, I would 
agree with that. 

COMMISSIONER DRUMMOND: Finally, you have 
indicated that your action, your Co-operative action, 
has done at least something to keep spreads narrower. 
This picture on the wall, however, indicates, apar- 
ticularly in the last few years, that the spread has 
become wider and has continued to widen. Does this 
in your opinion suggest that we need something more, 
or different from Co-operative action, or simply 
that we need more Co-operative action? 

MR. McCAGUE: I think we feel that we 
need more Co-operative action. We think that in 
some areas we have been more effective than in 
others, that is particularly in dairy and poultry 
operations we have been more effective. This 
matter of where the price is established is a great 


problem to us, whether it is retail or whether it is 
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developed by the producer or processor or retailer 
level. We wonder if that does not change in the 


pame “product, We have a case of fresh peaches 
where they sold -- the negotiated price was 65 cents 
and they were sold as low as 59 cents, which indicated 
a loss leader and yet the net profit became a proces- 
sor profit no longer in the hands of the producer or 
the consumer, As we get into the various sides of 
processing we can act as a stabilizing influence on 
the entire operation or that with which we are 
dealing. We think Co-operatives must go a great 
deal further and we feel that consumer and producer 
alike are giving more recognition to that and we hope 
the time will come when we can see a narrowing of 
those lines, 

COMMISSIONER DRUMMOND: What would you say 
to this: it has been suggested earlier, I think by 
yourself, that at least some move in this province in 
the direction of Co-operatively-controlled or 
instituted increase is ever needed or is actually 
under way, do you think there 1s any possibility for 
Co-operatives to really integrate the various func- 
tions from the start of production to the beginning 
of consumption with these apparent divergencies 
in interests between the producers! Co-operatives 
and the consumers! Co-operatives to be eliminated? 

MR. McCAGUE: To be eliminated? 


COMMISSIONER DRUMMOND: Ves. 
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MR. McCAGUE: We think this matter will 
never be solved unless the family farm is retained 
and I think we will all go along with that thinking 
which indicates that it must be operated from the 
bottom, On the other hand we in the Co-operative 
movement are not hesitant to meet competition. We 
meet competition and perhaps in the overall economy 
that will give us the most healthy result. miele 
not believe we have reached the Utopia that has been 
discussed, but we will as time goes by perhaps be a 
much greater influence than we are. We are hopeful, 
as I suggested before, that consumer and producer 
alike realize that and will support the movement in 
a greater way. 

THE CHAIRMAN: I am afraid I must have 
asked my questions earlier. We will adjourn now and 
reconvene at two o'clock. 

I want to thank you gentlemen very much for 
the efforts you have made in organizing this presenta- 
tion and for the information you have given us and 
the courtesy you have shown in answering our ques- 
tions. 


---Whereupon the Commission adjourned at 12.45 p.m. 
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THE CHAIRMAN: Come to order, pl 


THELLIrst. orler this, afternoon 6 on bemats 


Cf tne Ontariog Eranch of the Canadian Assceietion oF 


Consumers, and it will be presented by Mrs. W.A.C. 


Shepherd, Provincial President, 


Cl 


and other ladies 
with her, 
TD Unank this will te Banicit, number liso, 
2 SUMS SOM, Omer Ganialcurann 
Association of Consumers 


(Ontario Franch) 


L UnGerstand you Nave With Vou, sees. 


puepherd, Mrs. W. PP. M. 


Kennedy, Chairman of the 


Committee «hich preparea this statement, ana also 


Nace -Presicent: Mes. A. oH. McIntosh, Vices restaent 


Of the Franch, Mrs, 


Aldan wennedy,. programne 


Convenor, and Mrs. Edwin Fullerton, Member of the 


Baecutive of your branch. Wwe are slad to have them 


associated with you in the presentation of your 


» and if you would like to come forward now 
and present your brief. 
MRS. SHEPHERD:and MRS. JAMES O'SHEA: 
Mr. Chairman, Mrs. walton and zentlemen, 
The Ontario Franch of the Canadian Association of 
Consumers (Membership--approximately 15,000, 


representing through organizations--approximately 


200,000 women) submits this tricf for three reasons. 
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me) LO present our dnterest in maintaining fair 
prices and our attempts to combat increasing 


> 


food costs with special reference to the price of 


irs 


meat, milk, fruit and vegetables. 
Tis lo forward criticisms and complaints of our 


present economic practices vuhich seemingly result 


ity. Vorms« if rising prices and all esoects, per 
Gaiine LO Them are creating health problema: 

iii woerins the last five years our, association 
Nas, Suucied in Getail the marketing of meat uith 
special emphasis on meat inspection ana meat 
prices and has presented briefs to our provincial 
SOvyernment. oimilar studies have been mace about 
mite and other Poodstui is. 
te waoerio a5 in Cthher provimecs. 20 1s "oer eas, 
in facn aimost impocsibie, for a layman or figesd 
for Bi *economist to break Gown the price spread in 
meat. wAs short’ thesis thos, Totlows* om cacti ler am 
Catario will te helpful in proving the above 
statement. 
A, Cattle Population: The number of cattle other 
than milk cows on farms on dune ist has been in 


fiebltons 25 LoLLows: 


1951 -- 1.5 1955 -- 2,01 
15 owes kalo LO56. == 2500 
1953 -- 1.9% L95{ == 1.90 


Milk cows in millions: 


195 ae Ge 195 elk 1. @S8 
1952 -- 1.01 1955..-- 1.06 
1OSt ae 1 OF 1956 -- 1.05 
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pince the second worla war the trend has been to 
Getty. GatGbe ana an increase in. the size or our 
Nerde. BHouh beer and dairy herds. are larger, 

Faris are somewhat larger and farmers are able 

bO produce more Toodstutis for feeding their own 
Pare. Lo aneoOrrest to believe That dairy 
nerds ‘are being slavuehtered and. replaced: by ceer 
herds. Our provincial government states our’ in- 
creased population is demanding more Gairy proaucts. 
However, in Bastern Ontario because of the lon 
price of cheese and concentrated milx, dairy herds 
are beings replaced by beef herds while the opposite 
Ts’) truce in our western counties. The true overall 
sieture shows that a change tovard specialization 


and larger heras is taking place -- not’a aerinite 


~ 


movement from dairy to beer, or vice versa. 
Ee, (ncarico Cattle breeds 


(1) Eeef cattle: Shorthorns, Hereforas, Aberdeen 
Angus 


(2) Dairy cattle: Holsteins, Ayrshires, Jerseys, 
Guernseys 


(3) Dual Purpose: Shorthorns and Red Polls, these 
as the name implies possess both milking ana 
beef characteristics. 


(1) very few farmers maintain pure bred herds, 
the majority of the cattle are cross breeds. 


on Methods ofr Sale 


(1) A moderate percentage of the beef sold to 
retailers is in the form of carcasses or siaes. 


(2) Selling prices are reported in the weexly 
live stoc« and meat trade report. Farm 
revorts on prices over C BeOs tirorm Tarmers 
sometimes daily on area marxet prices. 
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Many butchers purchase their supplies in the 
ropm vor wholesale.cuts such as loins, Wins, 
CHuGKs.,. €6G. Prices et which cuts sell are 
riot puUCbished veauler ky. 


(4) Very few hog carcasses are sold as such, due 
to the fact that fresh and cured cuts (hams, 
loins, bacon) are bought by the butcher. 

LcCLCes 

(1) The July 1958 issue of trade reports stated 


that choice steers were selling at $24.00 per eut. 


we 


and this was 42¢ to 44¢ per pound. 

(2) Mark-up. The apparent high mark-up of the 
packer is broken down in varying, and various ways. 

fe carcass irom a 1000 pound Steer wil wena sprout 
Deo Go SOO pounds depending on the yield which 
eaualea ficole more than the cost price oF the steer. 
(3) fhe pacwer, nowever, in his favour ,-still nes 
the hide, liver, heart, tongue and other by- 
products, most of which have some commercial value. 
(4) Hach packer and each dealer controls his own 
mark-up and the wise consumer appreciative of 
competitive prices watches prices in various shops 
ane also in yvavlous cuts Of meat. Mnhere are 
seasonal changes (certain cuts are more popular in 
the summer), other times for no apparent reasons the 
demand for steaks is great and not so great for 

pot roasts. Consequently the price of pot-roasts is 
reduced. Then too, as in other businesses, once 

the dealer makes a good profit on his whole 
purchase he sells his remainager cheaper. 


(5) The price of beef in each province is affectea 
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2°50 1. 


have recalled the meat counter. This counter 
is presided over by an experienced tutcher in- 
terested in his customers! needs and preferences. 
(od A Spourh the 


the fact that he se the carcass of an animal 


ran) 
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jes 
op 
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[Oreste leane price as he buys ity the Canadian 


Association of Consumers recognizes that the 


Sei LCen ve point, 25 the price spread of theswcagt 


Or the animal and the sale of all parts == ineimding 


Meacrand by>products, If that price ts toowsrest 


tien che price of meat is too hick, 

tie peice of Wile ie under constant’ wacch By .our 
Gencers wi ell areas. The menbers >, especial iy toons 
OMen 20 the Country areas. wind the Mearns. 

Pairy Heport of une StLaLIetivs: Seaneh or. otic 

Ontario Department of Agriculture a helpful survey. 


fn’ June, the average «wholesale price of creéane 
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62.7. The Consumer price has 
during those moaths: 

ye do not. propose to present in detail our studies 
about dairy products but rather we shall make a 
few observations whith vie hope will be helpful to 
the commission. 

Commercial dairies in Ontario averaged $4.92 p 
ewt. in May 1956 and’ $4.77 in May Loe TS. - Lows 


apparent that the variation in price aid not warrant 


the increase in the consumer price. 
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I would like to dizress just for a moment 
fromthe brief. With regard to the use of a "formula" 
based on the cost of things the farmer has to buy 
and pay for; which includes labour’ costs, the Canadian 
Association of Consumers feels that such formula 
should’ take into account other factors, such as 
the fact that there is much greater productivity 
in practically every phase of primary production 


a) 


to-day as compared with a couple of decades azo. 
For instance, the average annual yield of milk per 
dairy cow has increased from 3,500 lbs. to OO 
Ibs., while efficient dairymen are getting much 
higher yields, even up to 7,000 lbs., and in some 
exceptional cases it has keen even higher than 
that. The Gordon Report suggests that this trend 
is liable to continue, and therefore the Canadian 
Association of Consumers feels that any formula 
used should include these factors as well as 
cost of vhat the farmer buys and the price paid 
for His products. 

The following statistics we think are 


Stent Tr Pca: 


1941-55 - butter and cheese production has 
decreased. 

LO4L=-55:  - miik consumption has increased from 

1941-55 - population has increased in Ontario 


from 3,788,000 to 5,153,000. 
Is the consumption increase comparable to 


population increase? 
Consumer Resistance 


Two exanples of Consumer resistance will illustrate 
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"attempts to keep the price of milk down. 
1. in North Eay when members of our association 
peal geo. thatthe, price of milk in» thatueres. was 
to be increased by 2¢ per quart in June of 1957, 
due to a price increase awarded in May by the 
Ontario Milk Board, a delezation of the Ontario 
Canadian Association of Consumers members appeared 
aun ter re-nearsng before the £oard at. mhich. this 
award wasiwo be appealed. .As a result of the re- 
Hearingrthe price, or milkyin the North baysarea 
increased only 1¢ per quart and the casic price to 
the farmer was set at $5.00 per ewt., a fair increase 
Prom vie orieine |) (basic price put Less than tie 
award of the hearing in May. 

| Observations: Our members saw at that meeting of the 

| Onterio Midw Board: 

(1) Democracy at \.or«, Whether well-informed or 

| mis-informed, all representatives had opportunities 
to state their views before their chairman who 
in this instance was a judge. 
(2) The farmer who is able to provide statistical 
data about his own farm costs is invaluable. 


Careful study of such statistics would 


— 
Ue 


eliminate the necessity for prolonged discussions 
at Government hearings. 

iL. Our second example is from Toronto. 
The aavent of an American Company that has by the 


use of 3-quart bottle containers Gistributea through 


our cash and carry shops lowered the cost of milk 
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to careful purchasers. 

The cash and carry cost of 3 quarts is 57¢-- the 
pelivered price is: 3 x 24 = 7e¢. ‘The orieinal 
deposit for the 3-qt. bottle is 15¢ and 5¢ for the 
elase Quart. bottle. A thriving trade in smaller 
quantities is also in existence with a differential 
of 2¢ per quart for consumers who prefer to Cauny 
smaller cartons of milk. In one butcher shop a 
well displayed sign reads: - 


"2 quarts of milx for 37¢ with meat order, 


delivered." 

Conclusions 
(1) The cash and carry system assists two age 
Broupse == the younger “and “the old. -"Those -on 
fixed incomes and old aze pensioners who should have 
vik in their diets welcome this opportunity to 
Suara Thelctsemal incomes. 
(2) Some large dairies have re-created the milx- 
man into a bcusiness-man. As a result of numerous 
milk price disputes and changes many so-called milk 
men now own their delivery trucks and purchase 
their supplies of milk from one dairy. Thus we see 
fhe milk-man in his delivery truck and the butcher 
behind his counter in the chain store using business- 
like ability and frequently helping to decrease 
the price spread to needy clients. 

Bere 1 would “Dike “to insert or ive vo 
aad a zeneral observation with regard to milk, meat 
and poultry. Yields of field crops per acre have 


increased, the period for bringing e2g-laying maturity 
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of poultry is such shorter to-day than it was; 
poultry meat is ready for market in a much shorter 
time Deceuse of better stock, better feed, better 
disease control and other factors. 

Similar improvements in production 
and shortening of periods before market-readiness 
are true of beef and pork. They make it possible 
te raise more catrvle or poultry, es2s, milk, on 
the same land and with the same or less labour, 
This, we feel, should off-set some of the increases 
iff cost of labour per month or machinery, and other 
things that are needed for farms. Eut we have no 
ins 


Suculecical vabples: prepared CO, assist. Us. eau 


=) 


boeir- ettect.. and the only figures producers And 


their spokesmen quote are lower prices for the 
product (when this is so) and higher prices for 
all “the things farmers buy”. 


PRULTS AND VEGETAELES: ve present an explanatory 


= 


information chart ana bcries report on apples as a 
backeround ilbustration of the, consumecs”™ pros 
lems, latent and obvious when buying fruits and 
vezetables in Ontario. 
. Apples -- The enclosed table shows with frightening 
force that the consumer is in danger of losing 
any wide choice in the selection of apvles. Al- 
though there are still more than 20 varieties being 
ro\.a in the orovince, more than half of all the 
trees are McIntosh or Spy; with Delicious, accounting 


for 10% of trees, in third place, and all the 
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etner, Varieties in very, very small numbers. ‘The 
great increase in McIntosh and Spy production, at 
the expense of other varieties, is attributed to 
tne metnod of merchandizinge in the larce Food Chain 
Suores, which maxes if imperative to Limit the 
number of varieties displayed, while the enormous 
Bige Of Their orders tends to influence the grower 
as to what varieties to zrow., 
To the many hundreds of relatively inartic- 


ulate consumers who are concerned about this 
aoevelopment, it may come as a ray of hope to re- 
port that the trend is altering slightly tecause 
of the 2,00Ga sense of many of the new Canadians 


who have come to the area of Metropolitan Toronto in 


th 


a) 


UP) 
uw 


onast few years. They xnow that flavour and 


rerogzative of red apples 


sreen, and the tart varieties, with which they have 
been familiar. Some of the new-comers are setting 
up their ovn fruit stores and by searching out these 
varieties they are encouraging the fruit farmers in 
this area to keep and look after the trees which 
‘iving them no monetary return in recent 
years, and which were on the point of teing removed. 
This encouraging change is reported by officials 
of the Ontario Food Terminal. 


° 


One cannot refrain from making a plea 


_—— for so.e educational advertising on the part of the 


apple growers! organization, so that our younger 


ae —————<x« 


dos TON Sy aes et Yh 


nei cts Oh aio 'Ne.u's s oe Ciet OTe 


me -*2croT rice Pie “ieee OO g “nyt@ etl “Gl opi, @v art, BAN 


ie Sees 
| i ee ; x | 
" n 
a ail ds ay Shim ane: hes o : : 
- ¥; Leiiee 46 ad deel ua ’ 


yew CaN sees cae rs y ide ee SESS it 


an eee ana 1 gt ai 
egy tee Bei whee 2 ia oe We aad 


q 
| 

i 

Oe UT a ane. ‘od ae ; 


t 


mt Aes SS Twat sar 2 7 nie ae ott MAGIC spathe 
we a : ; 
-—9 tol Guy 60 Veo «@ at soit Ty ees a, 52 "8a 


Wiccan yew ts gir wns Pees 4.on¢ Thies Gag 
bi, Sy he) uf mee” i an ha: ; Gia, Oa: bd 49 4 Vv 
j 


eS ts i? 8 tite at .5 Aes eSar ee tie 
a ee mee fa open? Gas ae vis ei tieop 
i. f 

i fi sy eas paint (6 RO At) Ge “yeaes 

wit cid an oyhtl eee Ae eee —> od ue FRR 
a coo. © et.) =) oil » Ot, ayes c ae asi 
i“ omg oer gl tye alee Five ees ae 
reser rig? jp dary i pei rt re ny mies peeLAsy 
dein DOGS TU Git rag iti, Vth gems ge ete aciia 
fan os Siude, (a tht’ ive ded Det 
AITO: + MA ea rite ar? We Lekiaas HO geVoy 
i 205: 8 it CL (sebanes wit 


iui inpen? woul’, tre380 ong’ 2° 
i Bais) Ass “fe rial! —_" wa 


a) T40el 2 iti needy its eae 


2 


ANGUS, STONEHOUSE & CO. LTD. 23 87 
TORONTO, ONTARIO 


generation may be as wise in their knowledge and 


use of this wonderful fruit as these’ newcomers are, 

It has not been possible to arrive at 
the amount of money received by the grower for" and 
thencos ito therconsumer of" 4 six-quart’ basket of one 
variety of apples, since these vary widely until the end 
Ore thnewiealivseligne.. The price’ to the consumer 
varies according to (a) the supply of apples, which 
ie Governed: by the season, and by ‘the aAmport» operations 
of the wholesalers, (b) the grade of the apple, and 
(c) the outlet at which it is purchased, 

The amount received by the grower varies 
according to (a) and (b) above, and (c) according 


vo" the outlet, = dLlrectly-cvo consumer, toa 


commission handler, to a chain store, or on contract 
Tor oweOrOCeSsOr. 


An average difference of 25¢ would seem 


to exist at present between the amount received by 
the grower and the cost to the consumer, for a 6- 
quart basket of apples. The fluctuation in the 
apple market is caused sometimes by heavy importing 
on the part of the wholesalers, and by the enormous 
scope of the chain-store buying which does not 
carry any corresponding obligation to accept orders 
on delivery. 

The grower has as many as 15 choices of 


ways to dispose of his apples, ranging from no 


handler at all (direct-to-consumer-sales), to as 


many as five handlers before the apples reach the 
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consumer. The fact that there are 1300 licensea 
dealers in Ontario for fruits and vegetables would 
seem to indicate that the consumer is paying for 
an unwieldy and cumbersome method of distribution. 
Farmers would make a bigger profit by lowering 

his price and selling more of them. 


The consumer buying apples is ofrered 


a) 


three grades, Fancy, No. 1, and some C Grade, 

by the small bag or the six-quart basket. Most 

of the C Grade apples and those below that grading 
are g016 to orocéssors for apple sauce, pie Tilting, 
Or faorce. And because of the present emphasis on 
red apples, sone of the finest cooking applies are 
Zone vo the processor. The order Of prelerence 
for processing for sauce and ple-filling is Spy, 
Greening, Faldwin, Stark, EFlenheim, Ribston and 
Cranberry Pippin. For juice most packers insist 

on a blend of several varieties. 

Observations and Questions: - 

(1) Consumers commend the development of cold 
storage, especially in relationship to apples which 
are now available at reasonable prices fiecariy elL 
year. 

(2) We have recognized for some time that the 

cause of the spread in pacxagea goods ie the 
unnecessary fancy package and excessive advertising. 
he rezret the tendency toward the same mistaxe in 


marketing our fruit and vezetable products. 
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(3) he feel that well graded staple non-perishable 
Pouce such 6s potatoes, onions, flour, sugar 

j 

} 


Sole o> teval tape In bulk with a corresponding 
Dende teon, th Oni ce Lor Those who Orerer To: buy in 
quantity -- to their advantage in price, 

(4) There is an increasing awareness on the part 

of the consumer that a Price Spread Eoard would do 
well to look into the all too common monopolistic 
practices which reduce the supply instead of reducing 
the price -- and dumping the surplus in foreign 
SOUbUries. 

Our consumers are convincea that with many 
edsential articles of diet €.2., apples, Leviuce, 
tomatoes, etc., both producer and consumer could 
benefit. from putting a larger quantity on. the 
market at a lower price. 

(for Apple Chart see Appendix) 
CRITICISMS and COMPLAINTS 

This agecociation studies erecaetive 
constructive criticisms and comolaints regarding our 
economic practices which frequently cause hiaden 
seemingly un-warranted price increases. 

(1) omen realize that advertising has become big 
business in our economy. Advertisers are geared 
to make desires necessities, this annoys careful 
shoppers. They also object to repetitive, fre- 


quently child-like and ever more blatant advertising. 


——___| They say, “Why not reduce the price of the product 


and send out less literature which is not worth 
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reading." Consumers do not like paying indirectly 
for advertising in which some companies (detergents 
usually) compete azainst themselves in rhyming 
childish radio ditties and slap-dash TV drawings. 
We would like to have goods solid on the basis of 
Gualavy and price rather than by pressure of costly 
SeVertisineg -—— 1.6.5, more. informative advertising 
where there would be no need to create a desire for 
good merchandise. 

(2) Women ant household necessities wrapped 
Simpiv. Poday 3 pounds of rolled oats in -an ordinary 
Sour yepaper bag Costs 2y¢c. A packare of rolled 
O2ts, Similar size with pretty printing which does 
not mention the weight is priced at 41¢. 

(3) Consumers hope the prenium and something for 
nothing period is nearly over. They seek the right 
to choose a package (containing toys, seeds, towels 
CUGas EUC.) or a similar package free from these se- 
collLed @iT us, 

(4) Foods that are usually sold in two or three 
packages for so much, coula quite easily be packed 
in one package at less cost. Example: jelly 
powders and custart powders. 

(5) City delivery service should be available 

to those who need or want it. The small grocers 
and the drug stores atill continue delivery in 
their respective neizhbourhoods. 


(6) (a) women feel that the corner grocery store 
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has a place in our community because of the ad- 
vantages of (1) a grocer who is an interested 
esayuser me prices and the quality of his products 
(2) personalized service (3) delivery service (4) 
extension of credit to customers (5) clerks who are 
usually well informed about their products. 
(6) (b) Consumers on the whole prefer specialized 
epores, 6.8. they prefer to select; books in 2 
bookstore where the selection is wider; drugs from 
a druggist where knowledge of drugs is helpful. 
The corner grocer recognizes this fact. 
HEALTH 
Our members ask such questions as: 

(1) Is the high cost of milk making it too difficult 
for mothers to feed growing children enough milk? 
Is the high cost of milk making it too aifficult 
for older people on fixed incomes ana ola age 
pensioners to buy milk? 
Milk consumption per capita volume has remainea stati 
in spite of our increase in population. The 
volume of milk has remained up tecause of our in- 
crease in the sale of cheese, komen know that 
cheese is high in food value and low in cost, yet 
nutritionists advise against substituting any food 
for milk. 

| Since such is the case, we believe that the price 


spread on milk should te serutinized with special 


——___ care and if it cannot otherwise be reduced, it may 


ilk -- especially the supply 
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of milk to,.schools. 

(2) Is the continuing hizh price of foods affecting 
the health of housewives by increasing worry and 
nervous strain? 

Finally, we ao advocate that detailed specific 
education concerning prices should be made available 
ror re-search workers, farmers, business men -- 

and consumers -- and that housewives shoulda be 
encouragea and given opportunities to offer con- 
structive suggestions pertaining to prices. In 

our modern complex society based on an unpredictable 
world economic structure, two old thoughts remain 


in the minds of our women consumers, namely " 


a 
bargain is a bargain" and "competition is the life 
of trade." 
In other words, when nature is ctountiful the con- 
sumer should be permitted to share in that bounty 
in terms of lower prices. And in our free enterprise 
economy the consumer has a right to expect that 
competition will result in keeping prices aown in 
close conformity with costs. 

Long may freedom of thought, bargains ant 
the competitive spirit remain with us! 

The members of the Ontario Eranch of the 
Canadian A sociation of Consumers extend their 


compliments to this Commission and respectfully 


submit this brief. 
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THE CHAIRMAN: Thank you Mrs. Shepherd, 
and our appreciation to you and to the members of 
the committee who prepared and presented this brief, 
Mr. Kiad would like to ask you a few questions. 

They will probably ke directed at you, but if you 
would like to pass them on to one of the other 
Loves. AS SO, 

MR. KIDD: Mrs. Shepherd, are you serious 
when you suggest that there is no apparent reason 
that the demand for steaks is great and not so great 
for pot roats? I think I can give you one or two 
very qubrkly. Seriously, there are a number of 
points in here and on the uilk situation, are there 
many farm groups associated with the Consumers 
Association? 

MRS. SHEPHERD: Yes, we have approximately 
300 women's institute groups. Whe have a zroup member- 
ship as well as individual membership, and we have 
approximately, 1 suppose, between 200 and 300, 
more nearly 300 groups, and rural church groups 
ana wonens institutes, mostly women's institutés. - 

MAR. KIDD: Associated with you? 

MRS. SHEPHERD: Associated with us and 
we also have other rural members in branches. 

MR. KIDD: Do women's groups have any 
feeling that dairy herds are being cleared off and 
replaced with beef herds? 

MRS. SHEPHERD: I should like to refer 


that question to Mrs. MecIatosh. 


= Py - — 


ae Sq abae ate = man 18% cit era 
| Heseeet sere rie rye Sel ti reall 


* 


aT or. 
ov) i APRS E Ane aS, ech > <i a vA ey est oy 0 > 


as 
sate ree reyes er Soo oe wilt | atone 


st qUnV 

nas BF, EY oo ane BS Cd vidi Die 
- . 7 yy . 7 ' 
ase 06 69 (eake 


7 
ahs Gey or} “ate: aah AONE 
Gore) Se euje oe 2h oe tuts JOR AUe OY Ane 


gi 


tae Oh “oa GP Natt oe seine +S) Beets) 17 soit 


5 


7. | 


aye" ae ne yoy ot ly Mc) aT Ree are “= 


‘y auf 2 my Spe (ee lepeeae MD De wav’ 


f 

if. a | 

wind +aGie 2 vie Bilb~ eat sqr tne, aaen of ¢hesg 
Aan il “a May i - dint OSS vaGh IU sta wit A yan ‘ | 


wot? 61oGeaA) 


Bau) 2G es. 88 an wey Arete on 
, 7 
ives sitet wa. « OMIT -sgsL7oenl yetwa wing 


eztil ss Yee [an Gpte 


subi ak en® \abtichetiul Sees 


4% entaviade 


<a bet —6'» es y 4 Gane =z 
ageon?! «auily eon @ eit OL" El eeee ete 
i 
PM? if Wl al hated ame nafodigens \ sheran, aie 


Sui tle GetescceRn ‘Tula «AR 
wee ¢ ity FSTLISSUS LANZA . GAS 
ove SAR! . erry CBI e aver, off'f @- 
are ove t YouW Yaa ot. oe a 


ii 30h ‘4 .cled oa@ obtt grkes se geline 


tie od UEP) wluer 


Y ‘ } 
eI 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


MRS. McINTOSH: I just didn't near your 
Question. 

MR. KIDD: Is there any feeling amonz 
the farm women's groupthat dairy herds are being 
replaced with bceef herds? 

MRS. McINTOSH: We understand that while 
that may ke true in soie places, yet in the Eastern 
part of Ontario there are more keef herds now than 
Unere are in the Western part: and in the Western 
part there are more milk herds than there are in 
the EKastern part. It seems as though the farmers 
are specializing according to thelr outilere, 

MR. KIDD: Aré small dairy herds being 
adone away with? 

MRS. McINTOSH: I don't beliteve So. There 
if a considerble mixed farming mingen, where they 
have their farr and their chickens and their erain, 
ana so "Torch. ~l aon't believe “that the smal farmer 
out OF PUSTOeSS, “Or OUT Of “the miik tusinesa, 
but there are a replacement of one of the other 
mene different parte of. Ontario bur Recausge ar 
wie OUGler Of There products. 

MR. KIDD: One more question on that: do 
you feel that consumers are adequately represented 
on the Milk Foards? 

MRS. McIITOSH: We have a representative 
on every ilk board, I believe. 


MRS. SHEPHERD jot from the Canadian 
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Association of Consumers. 

MRS. W. M. KENNEDY: Yes, that is PLS s. 
\.e are inost anxious to have representation of 
the Canadian Association of Consumers on more than 
the Milk Poard; in relation to all food CrOocucis, 
and we have not a direct representative at present, 
iL think. 

However, in answer to your question about 
what the farm women think about the herds, the farm 
women are exceedingly well-informed through the 
Government publications which their hustands receive 
concerning dairy products, and the farm women are 
exceedingly helpful to the Canadian Association of 
Consumers. They are indeed a zroup that has worked 
iba us, trom the beginning and nop only in our 
Province, bub in all the provinces In Canace. 

MR. KIDD: In the statement, tottom of 
Page 2 you talk about consumer resistance. To 
what extent and in what ways has there teen any 
consumer resistance to the material you seu Forth 
in your submission? 

MRS. SHEPHERD: Well I think that we 
have found, as an example, that consumers have 
bought more milx in large containers or more milk 
at the stcyvYes since there has been a alfferential 
©f 2¢ in milk that is received at the stores fro 
the milk that is delivered. 


KIDD; That is in the area of milr, 
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What about other products? What about consumer 
resistance to high prices on some of the other 
factors that you entioned prevailing in marketing 
today? Has there been any consumer resista1ce? 

MRS. SHEPHERD: Do we have complaints 
from consumer representatives? I am PSOne 1 
don't quite understand your question. 

MR. KIDD: ell I was wondering in what 
form aoes your resistance to higher prices take? 

MRS, SHEPHERD: In this case, immediately 
we women telephoned -- we have telephone calls from 
consumers asking us why the price of milk, for 
instance, had gone up 2¢, was going up 2¢ in North 
Bey and their reslstance comes in protest to the 
Canadian Association of Consumers. 

Mn. KIDD: Well what do you. do.Wwith 262 

MRS, SHEPHERD: In this case, of course, 
we did find out this information we required anda 
appeared at the Milk Roard, There is nothing we can 
do about it except to give reasons. The manufact- 
urers, whoever they are, in some cases we find 
on the Milx Board and producers and distributors 
and manufacturers do try to co-operate with us to 
the best of their ability. In that case then we, 
through our bulletins and by means of advertising, 
we Give reasons to our consumers why the price shoud 
not be reduced or why the price is greater. That 


is one of the purposes of our Assoclation,. 
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MRS. KENNEDY: . Wwe find that women are 
turning more to the use of the powdered milk as 
the other milk zoes up. 

we Know that there is a SuUrpLUS Or milk 
going to the processing plants. We know that the 
processing plants give a much lower figure for 
the milk -- than the whole milk is sold for. There- 
POE, We Teel that if the milk price was not’ eo 
high there would not be the surplus of milk going 
into the processors. Whe feel that the farmer might 
be petter off if he accepted a lower price and sold 
more whole milk, and the price, the floor price that 
the Government has put under butter I think is 
turning more milk away to the processing plants, 
and I think if we have a lower floor and a lower 
price on milk you will find that more whole milk 
would be used. 

Our population has increased So much 
higher, or so much more than the consumption of 
Wik, Li 2 a dir rercat ratio, and think ona 
it coulda be brought into line if they have a lower 
price, 

MRS. WALTON: Do you have figures to 
imarcare that? “While you say here the mire 
consumption per capita has stayed about this 
level the population has gone up. Do you have 
any fizures on what the consumption is going into 


pow@ered milk? 
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MRS. SHEPHERD: No, I haven't that. 
MRS. WALTON: Might that not be the 


ion 


(40) 


offsetting feature? More people are using powd 
ed milk because it. is) cheaper? 

MRO. SHEPHERD: The milk that vis* ered- 
Meee Peveci ne some: place. vif itis not beings teon= 
sumed, 1 is going into the processing plant. 
we Know the processing plants do not pay what the 
daivles pay. 

MRS. KENNEDY: To answer Mrs. walkton's 


question, I do know that those fieures are avaii-= 


je) 
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fan) 


MRS! WALTON: You don't have them? 

MRS. KENNEDY: | haven G 60 wnem 
with me. 

COMMISSIONER KIDD: Do you object to 
Vartous Kinds Of advertising and extra services 
Coupons, 2nd so On; tend vso Torthy | How noule 
you @o about sesisting ‘the usage of say wn- 
warranted advertising of the type you mentionea, 
eguponey and soron,; and so. forth? Whatiwobl you 
Go about «Chat? 

what 

MRS. SHEPHERD: I think/we do is to en- 
courage our people to buy, if there are plain 
packages, to buy plain packages. It is very 
qdifficult to set them. 

The Canadian Association of Consumers 


try to educate the consumers to ask for and to 
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buy plain packages. 

COMMISSIONER KIDD: You don't carry it 
further than your own membership? 

MRS. SHEPHERD: Mo. 

COMMISSIONER KIDD: You don't carry 
the protest any further than your own membership? 

MRS. SHEPHERD: ke have zone to the 
manufacturer ana askea that he will produce -- 
BMG thinking..of one case Ssnecifically when. | 
went to a cereal manufacturer and had asked about 
the premiums and found ouv, that they aid increase, 
Bhe coat, and did ask if he would produce a 
similar package at a lower price without the pre- 
miu es hat 2s not common, 

COMMISSIONER KIDD: Have you done anything 
about the type of TV advertising you mentioned 
ia your submission? 

MRS. SHEPHERD: I don't know if anybody 
else could answer that question or not. 

MRS.» W. KENNEDY: The statement in 
there that advertising is now big business ex- 
plains many things. From the viewpoint of old 
advertising, it was advertising good products, 
and the advertiser was not interested in supporting 
various groups of actors, speaKers, producers, 
and the big advertiser seexs out ana gets the 
big orders, maintaining that he vill create a 


sale, 
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The women are not so interested in these 
so-called fairy tale stories, fairy tales about 
the products which are often repeated one after 
another. They are interested in the proauct and 
they are secretly saying well you know what happens 
when an advertiser comes on the air it is time 
for me to Go and put the kettle ONS Sob is pains 
for Suzy to so and lay the table; it is time for 
father to go and wash his hands, and we don't 
itseten to 1t anyway. 

Personaliy I think, and I am sure the 
Organization feels that the women from what they 
have said are thoroughly overfed with this ad- 
vertising. It has been good advantage to the 
advertising world when you think of th. University 
courses that are given to men on media and 
problems like that in advertising. The original 
problem which Mrs. Walton will remember very 
Clearly was created during the war when it was 
advisable for companies to use their excess profits 
by advertising. Now we have an advertising system 
which is almost 4 Frankenstein. 

COMMISSIONER KIDD: There are several 
placed in. your submission where you Peter ce 
products that are other than competitive, for 
example, on Paze you say under Observations 
and Questions: "There is an increasing awarenes 


on the part of the consumer that a Frice Spread 
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TORONTO, ONTARIO 


" Foard would ke well to loo« into the all too common 
monopelistic practices which reduce the supply 
instead of reducing the price -- and dumping 
the surplus in foreign countries." Then on Page 

» near the last you say: "And in our free 
enterprise economy the consumer has a Ciena HG 
expect that competition will result in keeping 
prices down in close conformity with costs." Have 
you any information to supply to the Commission 
with regard to your suggestion there. 

MRS. SHEPHERD: Well Mr. Kidd in answer to 
that question we did not go into that, we thought 
that some of these things woula be under the 
Federal, would be dealt with cy our National 
Members, probably the Federal. It isn't really 
a Provincial matter. Some of the things refer 
to tariffs,some of them beins referred to the 
Provincial Government should be referred to 


Federal not Provincial. 


4) 


If you want a specific example why -- 
did you want an example specifically why we 
mentioned that reduction in price? Is that 
what you want? We did not try to get it because 
at this staze we felt it was a Federal matter, 
but we think in some cases where products, 
for instance, some of our products have been sent 
out to other countries much cheaper than what 
we get it. 


COMMISSIONER KIDD: I was more interested 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


in your sugzestion that there is a lack of competition 
ti Gne wnt of Food products. I was more inter- 
Sate in Chas. 

MRS. SHEPHERD: I think we feel that 
Laos 16 not compeuition.  PYhnere is no chance or 
COMDeTLELON af To Ls a Set price for “natever 
SBieyvenappen TO be, Whe specific, exemple nere is 
peuin. coer we tecl we have 4 rien, rather 
Vistinorrilis be Kept 2b a certain. price,” 2b au 26 
an over supply, I think the Canadian Association 
of Consumers feel that consumers should -have 
the benefit of any over supply rather than having 
iG shinvued out 2t much tess cost to other countries: 
Re i eay, “chat Ts “ot really, 2d pelievea 
PrOviAcial matter. 

COMMISSIONER KIDD: Just one thing more, 
the top of Paze 5: "Customers on the whole prefer 
specialized stores." Do you believe there is 
any pessictlity of a return; the general rerurn 
to that type of merchandising of food products? 

MRS. SHEPHERD: I am sorry, is that 
speaking of the grocery store? 

COMMISSIONER KIDD: Yes. 

MRS. ALLAN KENNEDY: I think that 
Gepends on how much education is given Co the 
consumer. 

COMMISSIONER KIDD: Supposing that there 
as a return to that type of merchandising of 


food products, supposing that the chain stores 


ia 
eas DUK, Fie 


poate Ae 


oust 
1 
ite 
ri 
Aq 
dj 
\ 
Ta. 
{ ee3 


O60 


i 


’ oe fou a. 23da 
~¢ qnhlissQnae 
i uyged iit 

» aaa ,TAre 


.tiea ‘Ay Py 


I > IinGie “AT Oe 


ps Mea 
itch 
wile 
U g A. a 
= 7 
{=< ‘ > ‘ 
7 j Pe 
~ of : 
x mé4ceg 


eA a, , | 
| ‘ 


eumMmaroe ~~ 
ae i he y 


. 
4) Sie 6 ae: 
oo ee 


a ae 


ilN 


ti 


ho 


403 


ANGUS, STONEHOUSE & CO. LTD. 
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became less predominant in this fieid, what .ouid 
you think would be the effect on the price that 
the consumers have to pay for zoods? whould 

that be up or down? 

MRS. W. KENNEDY: . Mr. Kidd I think I 
should like to answer that by statinz that I think 
they would go down, and you are speaking about 
competition. It is very interesting to go to 
our small dealers, small grocery stores and on 
one corner to see a chain store at the present 
time that is selling baskets of fruit and to 
step around half a block and go into another 
store which is. displaying its goods on the 
Sidewalk just the same as this one chain store I 
am thinking of, and that man is selling baskets 
of fruit at least 10¢ less on every basket than 
the ian who is in the large chain store. 

Now to take a definite example: this 
man has lived in Canada six years; he is an 
Italian; he has mastered our languaze. Where he 
is gettinz his fruits and vegetables we do not 
Know, but his fruits and vegetables are not washed 
ana@™are not displayed the way they are displayed 
in. the chain stores. Consequently, I imagine ne 
is setting then from some dealer who is giving 
him a good cut. Therefore, we maintain as an 
Association that the small grocer should be given 
assistance, Whe also go a little further. We 


maintain that the small grocer should be siven 
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he cuts prices and keeps competition flowing, 
but also because he trusts his people, 


We feet, for. instance, 36 Hamilton today 


strike because they have the confidence of the 
people i.ho have dealt with them over a period when 


the mea were pra@perous and when their monthly 


® 


cheques were coming in. To so back to com- 
Petition and chain stores, definitely many of 

us feel that the chain store will through a 
faliace Olt.in many Instances, especially in 
North Toronto one Ghain store moved in and 
another chain store moves half a block from it 
and there is immediately price cutting to get 

the trade in that district, ana in between Js the 
small grocer who knows his clientele and still 


has their confidence. 
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ANGUS, STONEHOUSE & COLETD: 
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COMMISSIONER KIDD: would you expect 


that the larger the outlet the more efficiencies 
and, therefore, the lower the price? 

MRS. hk. P., M, KENNEDY: That i3 what 
we feel should happen, The larger the outlet, 
apparently, does not sive a decrease in price, 
because under ordinary circumstances the chain 
stores all charge the same brace and thus kilt 
the idea of a lov, price, 

COMMISSIONER WALTON: On Paze 4 it 


"a packaze of rolled oats, similar size 


says, 
with pretty printing which does not mention 
: the weight is priced at 41¢." Are you sure 
that that packaze of rolled oats Gid not have 
| Une weight on ib? 
MRS. W. P., M. KENNEDY: TIT am positive. 
COMMISSIONER WALTON: Did YOU Dring that 


to the attention of the inspector of the Federal 


Government? 


MRS. WwW. P. M, KENNEDY: HOG. 2), MIR oROe: 
COMMISSIONER V.ALTON: Because, under 
the Food and Drug Act all packaged foods »ust have 
the weight on then, 
MRS. W. P. M. KENNEDY: I am positive 


it was not on, and, what is more, I know other 


people who saw the sane triste. 


COMMISSIONER WALTON: Well, it is my 
impression that under the Food and Drug Act foods 


must show the weizht and if someone inadvertently 


or by design has not put it on, I think, as a 
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ANGUS, STONEHOUSE & CO. LTD. 
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gooa consumer, you have recourse to report it. 

Mie Wess KENNEDY +9 Yee. 

COMMISSIONER WALTON: Mrs. Shepherd, 
woulda I be right in assuming that your Ontario 
Association perhaps is not so much against the 
premium or the giving if there were always an 
alternative choice? 

MRS, SHEPHERD: «Thats teyrienu: 

COMMISSIONER WALTON: You do feel 
premiums. and £ivyings adda tO the cost? 

MRS. SHEPHERD=s 9 Yesss they. dovoerini telly. 
We have been told they do definitely add to the 
cost, and we feel in a competitive system we 
should have the right to choose one or the other. 
we should not be compelled to have to pay 
more. 

COMMISSIONER WALTON: Fy the same token 
I would assume the Association is not against 
advertisins? 

MAS; SHEPHERD: That is 6£isht. si 
think we have sentioned the advertising should 
be informative. 

COMMISSIONER MARTIN: Wwe have been 
told many times -- not necessarily here -- but 
in other circumstances, by experts in the retail 
business, that most of these extra services in 
food, such as pre-cooking and fancy packaging, 


are done just to please the ladies; is that true? 
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ANGUS, STONEHOUSE & CO. LTD. 
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MRS. SHEPHERD: That is what we are 
told, tut we feel they are thrust upon us aad 
we haven't any choice. Certainly, the Canadian 
Association of Consumers told them that that 
is not what we want. We see many who are not 
meibers, and everywhere we turn we are told they 
feel they are thrust upon them ana that they have 
no choice in it; they take them tecause they are 
there and they have to take them. 

COMMISSIONER DRUMMOND: Following on 
this same ceneral theme, Mrs. Shepherd, you say 
that the average consumer feels she has no choice 
but to take them: do you actually feel there are 
no circumstances wherein they have a choice? 

MRS, SHEPHERD: Wetl, there ares ay ees 
there are some cereals, for instance, without premiums. 

COMMISSIONER DRUMMOND: What is the 
experience amongst your membership as to the will- 
ingness to maxe that choice if and when it is avail- 
able? 

MRS. SHEPHERD: I would say among our 
membership that from what I know our members do 
look to see whether or not there is a choice, and, 
on the whole, they do choose the package without 
a premium. There are some others who have small 
children who are almost pushed by the child to buy. 
I am interested in one of our members who has small 


children, and she was very serious about the matter 
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ANGUS, STONEHOUSE & CO. LTD. 
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and felt it was teaching our children a wrong 
sense of values, and she was concerned about the 
little, good-for-nothing gimmicks, or soldiers, 

in the packxazes which don't last two seconds, 

and she felt that in this way we are encouraging 

a wrong sense of values in our younger generation. 

COMMISSIONER DRUMMOND: Well, feeling 
Chis way, what it seems to mean to me is this, that 
you feel that the people who sell these goods 
have done really a top notch job of salesmanship: 
they have manazed to sell not only the thing you 
ago waat but those things you do not want along 
with it in such a way that you cannot not only 
choose to take it but, in most cases, actually 
like to take it? Otherwise, you wouldn't take it-- 
is that right? 

MRS. SHEPHERD: J suppose in some cases 
that. woud be trae, but DT feel the majority of 
the members of our organization feel that probably 
many people buy the goods they aon't want, and 
we aon't think it is a zood thing, 

COMMISSIONER DRUMMOND: Perhaps you 
would call it an uncanny knowledge on the part of 
the manufacturer? 

MRS. SHEPHERD: That is what it is. 

COMMISSIONER DRUMMOND: Do you thin« 
your organization might conceivably do a better job 


of countering that? 
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MRS. SHEPHERD: Well, I think they are 


trying by information programmes. I think many 
do not know what is being done, 

COMMISSIONER DRUMMOND: I think we are 
all speaking about this point because of the emphasis 
which you have put in your brief on this matter of 
additional services and what you call unnecessary 
advertising and what have you, and you say this 
Seis SUS eee this wider spread which we are 
all interested in finding out about. If this is 
ail true, and if you do not want this, it ws a 
question of trying to find out how you are going 
tO get rid of it, and what we are interested in knowing, 
as a Commission, is what you have to suggest as 
ways and means of getting rid of it. 

MRS. SHEPHERD: Well, I would say that 
the only means we have suggested is that of con- 
Sumer education and information. We are a 
voluntary organization and we are doing our best 
to promote such education, and I feel that is 
the only way anything can be done, 

MRS. ALLAN KENNEDY: When the program 
committee convenes, our recommendations for 
programs are nearly all based on the hope that 
the branches will put on informative programs 
which will help people to understand this. 

COMMISSIONER DRUMMOND: You mean if 


they have information which they do not now have? 
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ANGUS, STONEHOUSE & CO. LTD. 
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MRS. ALLAN KENNEDY: Yes. 

COMMISSIONER DRUMMOND: May I ask some- 
thing quite different: you mentioned in connection 
with apples that you are being more or less 
deprived of certain varieties, and limited in the 
number of varieties, and another point is that you 
would like to have things at aslow g: priceé%as 
possible. As an Association, if your membership 
had the choice of having few varieties at a low 
price or a larger number of varieties at a somewhat 
higher price, which would you want? 

MRS. SHEPHERD: That. dis a rather 
difficult question. There would always te some 
who would want the variety, and some the lower 
Pree, 

COMMISSIONER DRUMMOND: But you will 
admit the greater variety you insist upon the 
higher the average price you will have to pay? 

MRS. SHEPHERD: I suppose there would 
be a higher price. We are concerned about some 
varieties which some farmers are cutting down be- 
cause they are not teing asked for them by the 
enain stores or ty the stores, that. handle them an 
large quantities. It seems to me the price could 
even be kept down if they were encouraged to zrow 
them. 

MRS. ALLAN KENNEDY: We don't presume to 


belong to the Consumers Association because we are 
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consumers only; we belong to the Consumers Associa- 
tion because we are primarily interested in the 


good of our own country. 


COMMISSIONER DRUMMOND: You mentioned 
at one point that there are, I think you said, 1300 
licensed dealers in the Province of fruit ana 


vegetables, and I think your own wording is that 


this fact would seem to indicate that the consumer 
is paying for an unwieldly and cumbersome method 
Of distribution. Why does the existence of 13500 
of these people bring about those results? 

MRS. ALLAN KENNEDY: To one who is quite 
unimformed in economics, it just sounded that 
way. 

COMMISSIONER WALTON: Would you hazard 
a guess as to how many retail outlets those 1300 
dealers were servicing in the way of fruits ana 


vezetables? 


~--(No answer). 


COMMISSIONER WALTON: You indicated in 
your brier that you found 10 ditficuit to ge 
information, and I assume from your implication 
that if consumers had more information they may 
buy more intelligently, which woulda narrow the price 
spread; is that what you imply? Have you found 
difficulty in getting facts or figures to inform 


yourself of what you think or suspect? 
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MRS. W.P.M. KENNEDY: I think we can say 
at the very 'eginning that more education is desired 
especially for research workers, and also farmers 
who are really businessinen, and also for consumers. 
Various groups, producers, and various dairies can 
produce some pictures in their relationship to 
milk, but we all know that statistics can be twisted 
to suit your own advantage on whichever side of the 
business you are. What we do want, as has teen 
expressed to you, I understand, in other provinces, 
is more education for those who are in business, 
and we find that the well-informed farmer today is 
a business man. I think that would answer your 
question. 

in relationship to apples, I think 
the request is here that the agricultural groups 
will give more information so that the farmers and 
the consumers will know what is happening. 

You mentioned a few moments ago about 

retty packages and the impulse buying: pretty 
packages have many advantages for the large chain 
stores which we know little about. Those things 

come to them in these packages, and all that 16 
necessary is for an impersonal person -- an employee - 
to turn them over fast, which he does, and he has 

no interest in the people whom he is serving at 
all. That is where we women like to deal with 


ee eee 


a small dealer. Those packages, through refrigeration 
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and things lixe that, can be in many instances 
maintained at peak value for longer than they 
Should be. In another instance, we should ZO 
further in the matter of eges: eggs are said to 
be fresh when they have teen sitting in a 
Shop after having been in cold storage for so 
long, and they are not first-zrade when the 
women obtain them. 

Our whole thesis is that we want ed- 


ucation about these matters, which we are in some 


rey 
a 


instances receiving. 

Another point on these pretty packages 
is that one person in a smaller city in Ontario 
wanted a little turpentine (which is aot food) 
but, in order to buy a little turpentine you 
must buy a larger quantity than you want -- in 
many instances more than you would want for the 
mixing of some paint or the fixing of a piece 

f furniture, and you buy a very pretty can with 
most attractive drawings of pine trees on it, but 
you do not want that quantity. What happens to 
that quantity? It stays down in the basenent 
and is wasted. The waste in the country is far 
Sreater than we realize, not only through buying 
turpentine and things like that, tut for buying 
Quantities of food in these fancy packages, and 
things like that. 


MRS. SHEPHERD: May I add to what Mrs. 
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Kennedy has just said, that we feel the Ontario 
Government has done an excellent job, for instance, 
with the agricultural representatives to tell 
the farmers and to tell the producers, kut we 
feel there should be somebody else who can tell 
the consumers how to buy wisely and give more 
information and education for the consumer from 
the consumer's point of view, and that can be 
done on a much larger scale than we are trying to 
BtsyA 

THE CHAIRMAN: Thank you very: much for 
Your Presentation Of EnIs Grier, and to the Paduesc 
for their kindness in answering our questions. 


We appreciate it. very much. 
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Submission of 


THE ONTARIO FARMERS! UNION 
search DIN EON 


Appearances: 
I iste tic A 


Mr. Gordon Hill President 
Mrs. Georze Prosser \omen's President 
Mes, ©. Stephens Women's Vice-President 


The Ontario Farmers! Union welcome the 
Opportunity to present to this Commission the views 
of its membership with regard to price spreads 
concernins food products. 

we are not a composition of farm organ- 


izations, but a Union of actual producing farmers. 


NN 


These farmers maintain their orsanization by direct, 

annual membership fees. While we do not clam GO 
all 

represent/Ontario farmers, we do suggest that 

our influence is much greater than our actual 

membership would indicate. Our Union began its 

activities five years ago, because of the farmers' 

need for an organization controlled entirely by 

its members. The response has been most encouraging. 
we realize that this Commission will have 

to make a complete Study of narketing, processing, 

merchandising, and so forth. It Wail iO doubt. 

be hampered by the lack of adequate, up-to-date, 

Statistical data from the Canadian Department of 


Azriculture, We were oblized to obtain some of 
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Our information from the United Stated Departinent of 
Agriculture, for which we were very grateful, in 
erderrto- try +to present a timely Scudy of the 
Subject under discussion. 

Mise ditrdys: might say here, Mr. Chairman, 
that it is our contention that what happens in the 
United States follow very closely in Canada, and 
we use these statistics from the U.S. Department 
of Agriculture merely to show a trend. 

We respectfully Suggest that this 
Commission use its influence to encourage the 
Canadian Government to provide adequate, up-to-date 
Practical Statietcica ] information, on which farmers 
could base their study of the cost of brocuction. 

Far too many people minimize the importance 
or farmers, Lailinge to appreciate the extent of 
the secondary industries which are completely 
dependent on the farmers ag primary producers. We 
refer to the employment created in the advertising, 
merchandising and processing of food. We would 
call your attention to the relative importance 
of the agricultural industry, compared with Canadian 
industry as a whole, 

Too often farmers are classified ag 
primar; producers only. We vould like to 
emphasize our position as consumers -- the largest 


Single group of purchasers of consumer goods. 
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The CanaGian agricultural industry, during 
past years, was composed of self-sufficient 
fanily far.is, which produced almost all their 
requirements. 

Modern farming is becoming highly 
specialized; the fariuers produce one or two 
commodities in large volume, and purchase supplies 
and machinery for their business, along with 
necessities and some of the amenities for fanily 
Living. 

Ve feel that the farmers! viewpoint as 
consumers has been disregarded far too lonsz, 

They suffer from the price spread as producers, 

yet pay the price spread as consumers. When will 
the Canadian people realize that if farmers receive 
a fair price for their produce, they are the best 
buyers of consumer zoods? 

While the farmer takes all the risk on 
his capital investment, pays transportation charges 


en Most of his produce, and has little or no 


eontrol over the price he is paid, His share of 
the consumers' food dollar invariably decreases 
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Farm Share of the Retail Cost as a 
Percentaze of the Retail Price, 


14 Selected Commodities, Canada, 1949 - 1956 


Commodity 1949 1950 1951 1952 1953 1954 1955 1956 
I en tN ee er ene 
Wheat Flour® He) 6 Hae sag: le? een sorry, 
White Pread@ 23 eal Od | PRG 1A a a eS eat 
Eeef, Flue brand 64 67 ils 62 57 58 59 57 
Pork5 62 61 Ol 58) 564 ag One 
Chicken> per ee) bore se GE! be Ae awed 
Eges, A Large 82 78 BONY Tile S77 hE Bann tea 
Fluid Milk 56 55 54 54 54 63 #4453 aie 
Creamery Futter 76 ie 1 5S aes if Cali 65 Stet Ss anal 2 mig 
Cheese, plain process 35 32 35 2 2 28 27 37 
Potatoes 48 L5 Ke) 61 43 45 Ay YY 
Peaches, canned 26 23 PK 22 2 22 Pt Pu 
Tomatoes, caaned 20 21 18 uy el 22 el 18 
Jorn, canned 15 15 1 Roe Bal gia chi elles, 
Peas, canned Aye 18 19 ly 2 oy EE 20 


ie. . Preliminary 

aye .-Lased on domestic prices of wheat in store Ft. Wm. .. Pt. Arthur, 
eee marketing charzes from farm to Ft. Wm. .., Pt. Arthur. 

jes ..Method used subject to revision, 


Maurece.... Economic Annalist, June 1957. 


The spread in the price the farmer receives for 
1s products and that paid by the coasumer is an ehaea aggravation 
'O farm people. 

Although production costs have increased 
sharply during the past few years, the prices 
received by farmers for their products have dropped 
considerably at the same time. The result is 
a substantial drop in net farm income. Ontario 
eross farm cash income increased from $547.348.000 
in 1956 to $554,284,000 in 1957, or by 14%, but 
the Current Review of Agricultural Conditions in 


Canada reports that the 1957 production costs had 


OlNVLNO ‘OLNOYOL 
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eni9 


increased over 1956 by 3%. 


Income of Cost of 
Farmers from Per- Ge OE Income Production NET INCOME 
farming opera- centaze National Per Percentage per Farmer 

Year tions Increase Income Farmer Increase 


1946 $1,139,000,000 100.0 Mison, “BiesO7 7) 200.0 S15 OTT 


147 1,206,000,000 105.9 130 PRoLo LOS Po 1,659 
Mee 1,682,000,000 147.7 13.4 2,514 128.1 1,965 
1949 1,641,000,000 144,1 em! 2,476 136.3 1,916 
1950 1,448,000,000 127.1 MGEC D2, 800° Gas ar 1,651 
1951 2,155,000,000 184.2 12.6 3,004 156.3 2,306 
“192 1,923,000,000 166.6 10,5 3,446 165.2 2 , 086 
1953 1,697,000,000 149.0 8.9 3,050 160.2 1,923 
1954 1,190,000,000 104.5 6.3 2,091 160.9 1,300 
1955 1,454,000,000 127.7 Tao 25650) LOO 1,674 
1956 1,573,000,000 136.1 6.4 2a poe JOG ce 1,686 


-_—_-eeeeoeoee Orne 
| ‘ 


femeec.....D.2R.5. ... Canadian Statistical Review...Quarterly 
Piecinoor Aericultural Statistics. 


ine re ee ee a ee 

| Parmers have increased production so that gross 
iacome of $1,139,000,000 in 1946, compared with 
$1,573,000,000 in 1956, shows an increase of 
30.2%. At the same time, the farmers' costs 
Spiralled by 62.2%, ziving the farmer a net dis- 
advantaze of 24.1%. As a direct result of such a 
cost-price squeeze, 47,076 farmers left Ontario 
farns from 1951 to 1956! 

The farmers' shire of the consumers! food 

dollar declined from 50.5% in 1949 to 46.1% in 

; 1955. We believe that at the present time this 

portion has dropped to below 45%. The latest 

available Canadian Figures are for 1955, but the 

United States Department of Agriculture quotes 

13% as the farmers! share of the consuners!' food 


dollar during the five-year averaze, 1952 - 1950. 
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otudies have shown that the prices to 
farmers have declined consistently, but we found 
no evide.uce that prices paid by coarsumers decreased 
proportionately. 

Aithough the butter manulacturine process 
is quite complicated, the farmer receives 77% as 
Gus share of the consumers’ Pood dollars, This we 
believe, is due to the method of price support 
woot lnere a6 itule handling or processing 
Peduired Lor eges that could justify the wide 
poor 1 ese prices. We attritute the wider 
peoecad uO) tie Tract that fhe support is to the 
Processor’. 

pegeariag exanole of the tacrvease in 
noareevats Warzin Tllustrates its erfect om the 
Cee linia farm share of the retail price of “white 
bread. In this instance, the farmers! share was 149 
of the consumers! food Dollar in 1956, a drop of 
9% over a period of 8 years. (Economic Annalist, 
June 1957) Accordinz to the United States Depart- 
ment of Agriculture, April 1956 figure, the 
unerease in charges for processing and distribution 
increased 387% for the same eisht-year period. 

MILK 

A study of the analysis of the consumers! 
Milk dollar indicates that 45% goes to the farwer, 
the balaice for marketing. Distritution alone 
accounts for 23¢ of the marketing costs. This 


woud call attention to the possibility of duplication 
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end Anefficiency Of the processors. (U.S\DLA... 
Miscellaneous Fulletin, #733.) We would suggest 
Ghabecwes COMmMLSSion could very well question the 
Pelavive: el ficiency or whe various firms in 
processing’ and distriktuting specific commodities, 
aia could try mbso: to determine whether or meu there 
Por Outicd bioa Lom SUSPECION With regard to fixing 


OCUCeS, “SUC. 


According to Dairy Herd Improvement Ass-= 
eciation fteures, 1129 herds, for 1956, farmers 
received $3.54: average price for 100 lts., or 38.9 
quarts of ailk. The urban consumer hears more 
frequently the hizher price of $4.47 per 100 lbs. 
be mule, “whic isounds so well, There is Tittie 
or no publicity @iven to the large amount of 
secondary or surplus nilk, priced at $2.54 per 


100 1bs., which the farmer is obliged to supply 


Maorder “to Seep Nise milk “contracts AlLiwmiik, 


secondary or otherwise, cost $3.30 per 100 lbs. 


Go produce, according” to the 1950 D.H.1. figures. 
Milx producers who ship to manufacturing plaats 
are paid a still lower figure, $2.41 per 100 lbs. ... 
Outario Agricultural Statistics, 1956. 

In order to retain their milk contracts, 
a considerable nunter of farmers were compelled 
to install bulk tanks at great expense. This 


included the necessary building alterations, drillea 


ae wells, and even extended to improving lane surfaces. 


On the other hand, the dairies were saved the cost 
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of purchasin=s cans, dairy equipirent to handle 
Bie, and. Cie very considerable sayin in lator 
eosts for handling. Mil«x shippers were not 
Suaranteed a premium price, and found only too often 
that their returns were actually lower, Shippers 
feel that this was the result of lower butterfat 
tests from the bulk-handled milk, while retail 
prices remained unaltered. Thus @ wider spread 
in prices was created ctetween farmer and consumer. 
We would appreciate any efforts on your part to 
sukstantiate persistent and wide-spread complaints 
of lower butterfat tests on bulk-handled milk. 
Mipiclenl, farvercs are penalized by Lower returus 
om increased procuction cosirsJ 

Union policy, endorsea by the members, asks 
that the testing of milx and cream for butterfat 
content be taken out of the hands of the distritutors 
and processors, and placed under supervision of 
woverume t testers end inspectors. We believe 
that this policy has merit. If, after thoughtful 
consideration, you should concur, we would request 
vour SuUppGrL in advocating prompt. action on, tne 
part of the government. 


CHEESE 


The spread in Canadian Cheddar Cheese 
prices between producer and consumer cannot ke 
blamed on fancy packazing or processing. This 
product is only cut and wrapped in cellophane, with 


a small sticker label. Wwe thin« this is quite a 
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profitable operation for the wholesaler, 

This year, the trade refused to pay 35¢ per! 
lb. on the cheese market. In retail stores, however, 
the price of medium cheddar cheese was recently 
59¢ for a 12 oz. package, and 64? for a 12 oz. 
package of old cheddar. This is 79¢ and 85¢ per 
pound respectively! This glaring discrepancy 
between the market and retail prices is not apparent 
to the customer, because the package does not show 
the retail price per pound of cheese, 

The Dairy Herd Improvement figures for 
1956, show the cost of producing 100 lbs. of 
milk as $3.30, yet the farmers received $2.11 per 
cwt. for milk shipped to the cheese factory (Ontario 
Agricultural Statistics, 1956). The primary 
producer is once again refused a price that bears 
Jerair relationship vo: cost of productions The 
ratio of the wholesale market price of cheese 
to the retail price is a cause of even more bitter 
complaints. Of the consumers! dollar spent for 
cheese, the farmers receive only a mere 37¢. This 
emphasizes the fact that neither the urban nor the 
rural consumers benefit from lower retail cheese 
prices, while, at the same time, the returns to the 
farmers are disastrously below the cost of production. 
Se Mag a 

Over a period of year, the public has been 
conditioned to expect cheap food. When the cost 
of living index advances, radio and newspaper reports 


emphasize any increased food prices. They neglect 
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PO explain whether the prices for imported, 

rather than for domestic foods, have caused the 
maicrease, Consumers raise an outcry at even the 
sliznues, increase in Tood prices, yet will pay 
Wilitacly for expenaive Luxury items. The 

zsovernment support price of 58¢ per 1b. for 
putcertac has been extremely beneficial to consumers, 


S0r Ghee Support, price becans in realivy, the 


eolline orice, Consumers fail -to realize, than, 
eecordine Co 1956 D.H.1. figures, It cost farmers 
95¢ per lk. to produce this butterfat. Once 
pecdi, Larmerscvarereexpecueo tO produce av a 
toss! 
eGo 

Wile Fluctuations of Une ese maricet, 


end the tas 19 retail price adjustments, Nave veen 


terecly respoisible for the dispersal of smaller, 


Paves LOCKS. oFFONS Crabacrhonm Of Severe 
qdownerading of eses when the marxéet price is 
aueroved; the support price to processors,- rather 
than to producers; misleading publicity with 
Berard, GO Support price;, umese ere the chicl 
causes for discouraze..ent among egg producers. 

The averaze weizhted price of 32.4¢ 
to Outario producers, in 1957, vas the lowest price 
for ezgs since 1549, according to the 7th Anaual 
Poultry Market Revie... At the same time, there 


were imported 75/:,586 dozen shell eggs, and 398,756 
—— 


Its. of frozen and dried powdered eggs. The 
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| producers were told that prices were lower because 
of overproauction., No doubt ree wondered whose 
overproauction caused the decline in prices, 
Since the imports cane such distances from Hong 
Kong and Alas«a! 

Study of the Poultry Products Market 

BepOru, weexly, Tor the first six months of 1953, 
Shows the averaze weishted eg price of 32¢ per 
dozen. This is no improvement over the previous 
year, andtarmers” costs Had, ia the meantime, in- 
eeeased 15 points =- The source - Dvr VS. Price 
Incex of Commodities and Services used by Farmers - 


January 1956, 
Farmers resent downgrading of grade A 
eggs, whose imperfect shells place them in grade 


C, with too great a difference in price. Farmers 
Receive no remuneration for rejects. The high 


perceataze of rejects makes us wonder how they 
See sposed Of, and if there is any profit in 
their disposal. 

The general public receives the. imoression 
that the Federal Government support price of 
Hog per dozen for ezgs is paid to the producer for 
ALL ezgs. This inpression is fostered by news- 
Paver 20nd radio reports. In reality, it. is 
the processor uho sets the 42¢ per dozen price 


for grade A larze ezss. We fail to see why the 


Support price cannot te paid directly to the producer. 
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Tf 6238 Were sold by the pound, consumers 
WOuUaD Pealize crag One dozen larze etzs are equal 
to 14 lbs. of concentrated, hizh-protein food. 
Farm Union tiembers have requested the covernment To 
BUGDOrY 228 praces Dy the pound, rather by the 


“ 


Gezen. UsSinNe this mechod Of Sucport, Jarze seasonal 
1 


supplies Of small eces would not be permitted To 


eause such wide fluctuatims in the marxet. 


Again we Ting that smaller farm units 
are not able to withstand co:petition with cheap 
imports. This was emphasized by the necessity 
for the enbarzo o1 American poultry in July, 1957. 
Unfortunately, this was only a short respite for 
the vroducers. They appreciated these measures, cut 
are convinced that the real aeed is for a sound, 
long-term policy for all agricultural products, 
rather than tor stop-2ap measures. 

BO RK 

The joe of supplying por«x every day of the year 
mor Canacig 1 rentites, and tor export, Is “une 
business of about 70,000 Ontario farmers. 

Prices are paid to farmers on a dressed 
weicht basis, with the government grade tag attached 
only to the foot of the aninal. We feel quite 
sure that the .,overnment grade is not carriea 
throush to the consumer; grade C hog carcasses 
becone grade A pork cuts in the retail stores. This 


will allow a much greater spread in prices. The 
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rariers receive only 51¢ of the consumers! dollar 
spent for pork, according to th: Economic Annalist, 
June 1957. In the same table, the farmers! share 
GOctor is show at<5/¢.<sFeef isc0 1d 
by ©armers O12 a liveweil2ht basis, Lut the consumer 
benefits, as the zovyerament srader marks th: 
carcass WLth a ritbbon stamp.. This mimimizes the 
Spread by ascertaining that the goverament grade is 
carried throuzh to the consumer, There are 14 
grades of hog carcasses shown on the statement 

of setvvlemeant; aad the farmer is paid accordinaly. 
He is very much frustrated when only one grade 


Oe 


RS 


ork 18 sold over the meat counter, It adds 
to his annoyance when he recalls that he received 
no payment whatever for head, heart, liver and 
valuable 2zlands. 

An Macreasingly common practice is for 


7 


retailers to buy “wholesale cuts", rather 

than a side of por«. Frequently the wholesale 

euvs of pork are not accurate. For example, 

portions of the lower-priced hai and shoulder meat 

Gio) be 2eru on the higher-priced join, amounting 

LO acout two pounds in weiszht. Th: butcher is 

enarged at the hicsher loin price. Automatically 

ne will pass along this price spread to the consumer. 
Marketing costs cut iato.the price 

th. farmer receives; he pays transportation on 


his pigs, marketing fees for their sale, transit 


insurance, and sustains a further loss through 
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sipinkage in transit, due to doutle trucking to 
and from assembly yards. He receives his state eat 


of settileme tt showing warm dressed weight, tut 
nO indication of the live-weleht of the pigs he sold. 
when the market price rises, 1% does 
not take very loam Tor the increase to reach the 
CoOmesumer., Yeu. when Che warke: price declines. 
farmers watch with @rowine concern for the two- 
three-or four-wee« perioc before “the (consumer 
benerits. Prom the lower price. Lags in adjustment 
Of the wholesale and retail prices behind chanses 
iy Ja VestvOCcke Drlces Contributed to the ianstactiity 
of farm priees of Livestock. This was the opinion 
expressed in the U.S.D.A. Bulletin, #710, Eeef 
Marxetinge Margins and Costs. 
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ee 
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The Livestock aid Meat Trade Report, Vol. 
Pome. oO. FOr wily 2 Oho wis cne source: of 
Pace ot OlLlowine tieures, published by tne Marke 
Taformatioa Section, Department of Agriculture, 


Ottawa. 


ppotts,...Janusry to Jugs, 1250. .6.29;089,000 Ibs. bear, 
January to June, 1957.....5,415,000 lks. beelf ; 
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an increase in beef exports for 1956 of 360% over tne 


1957 period. 
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Domestic Disappearance of Eeef, Meat 

Trade Report for July 24; 1958; 

January to Juney 1958,...:449,961,000 lbs. beef 

January to June, 1957..441,.475j,948,000 lbs. beef; 
a decrease in domestic consumption of 5% for the 
Sane period, These figures would indicate that 
any importation of beef was unwarranged, Farm 
people find no reason for the dumping of shiploads 
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of frozen New Zealand beef, which was sold on a 
high-priced Canadian market. We are firmly convinced 
that the downward price trend was caused by the 
pressure of these imports, The sale of unfinished 
cattle, due to drought conditions, has given impetus 
Zo Talliing prices. 

Two and one-half years of low cattle 
prices were not reflectedin bargain beefsteaks. 
The farmer began to feel a little more secure under 
the influence of a firmer market. Then some 
irresponsible person advocated the limitation of 
Canadan beef exports. We wonder what domestic 
market would be capable of absorbing the increase 
of 365%, should the beef exports be limited. We 
wonder, too, whose interests would be served best, 
Should such manipulation of the beef market be 
permitted. It takes approximately two years to 
finish a steer for market. Farmers resent the 
injustice of a situation in which they bear the 
initial investinent, feed, labor and risk, and 


receive 57¢ as their share of the consumers' dollar. 
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"A quick turnover nets 43¢ for the other industries 
corncerned, in.a relatively short time. 

The retall price of meat is suggested to 
the independent butcher by the packer, and we 
suspect it is used not as a guide, but as the 
eevueal reétar prace.. \Narmers prefer to patronize 
the small town or village merchant, who is at a 
disadvantage in competition with chain stores. The 
independent merchant is unable to buy in carload 
Guanbivies, nd is penalized by having to pay a much 
meee wholesale price Cor His goods, . Chain stores 
PaeougcnoOut tne province have their prices set by 
Mera Ol1fices st) Toronto, Karn people. tind that 
tuney are paying prices for commodities on a par 
with those paid by the urban housewife... Customers 
in smaller towns are helping to pay for chrome and 
elass buildings, paved parking iots, electrically 
controlled doors, and all the extra services that 
customers have been conditioned to expect of the 
Supermarket in the modern shopping plaza. 
eon & A LG RATIONS 

The prowine of cereal @rains 1s an 
Pesential part. of agriculture in Ontario. The 
importance of the pri.ary producers of cereal grains 
is demonstrated ky the extent of the secondary 
industries dependent on the farmers. This 1s 
evident in the large array of cereals, mixes and 
bakery products displayed in modern grocery stores. 


The spread is very apparent to farmers 
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when they try to relate the pride per ollhde;s for 
cereals; t6 the pride per bushel of grain: Ve 
mention vheat a8 a sample of the unfair price 
spread, asp it appears to farmers, A bushel of 


wheat, 60 lbs.) gould produce approximately -- 


2!.-12 02; boxes of what flakes, selling for 29¢:,$6.96 
2he 6 oz, boxes of puffed wheat,selling for 21¢. $5.04 
2h= 9 oz, boxes of muffets, selling for 183¢,$4,44 
-124 ox, boxes of shreddies, selling for 27¢..$6.43 


$22 92 


These were selected as the lowest retail 
prices that we obtained. Smaller packages, in- 
dividual servings, or the selling prices in small 
stores, would make the price spread even more 
excessive, 

The return to farmers is considerably less 
than $1.50 per bushel for top grade wheat, They 
cannot reconcile the retail price of $22.92 for 
these packages of wheat cereal, paid by consumers, 
with the actual farm value of the wheat in the 
packages. They feel, too, that a comparable price 
spread exists in cake and biscuit mixes and similar 
products, and in other cereal grains that is just 
as exorbitanti 

Farmers understand that a marketing 
margin is logical, and that a substantial investment 
in machinery is essential for processing the grain 
into cereals. Farmers contend that they also must 
have a large investment in machinery and other 


Operating expenses. There is, however, no 
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production, and little possibility of d reasonable 
profit: 


O-A NN. ENG. ORO Ss 


The most serious problem that is con- 
fronting Ontario growers of canning crops is the 
failure to redeive their usual contracts in 1958; 
The acquisition of local canning factories by Del 
Monte; of California, and the subsequent curtailment 
and closing of the plants have seriously affected 
many farmers throughout the province. Indirectly, 
this situation has an adverse efiect on many 
thousands of persons engaged in other related 
industries. 

There is no doubt in our minds that the 
increased imports, in 1957, of canned and frozen 
fruits and vegetables, (Fruit and Vegetable 
Preparations Industry, 1956; Current Review of 
Agricultural Conditions in Canada, November 1957), 
exerted a strong influence on the reduction of 
acreazges for those products. Growers claim an 
estimated 25% decrease in the contracts for tomatoes, 
alone, in Ontario. 

The reduction in acreage, with a resultant 
smaller supply of fruit and vegetables for canning 
offers a good excuse for importing large quantities 
of cheap produce from the United States, at disaster 
prices, This is "dumping" in the strictest 


interpretation of the word, 
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Canada is fast kecoming a "tied" market 
for American farm produce. No doubt we will he 
assured of adequate supplies in times of akundance, 
bus in the event of shortages in the United States, 
their market will receive preference. Should this 
situation arise, Canadian land, machinery, etc, 
Wild net be in condation to produce our requirements, 
because the growers will have turned to more 
secure sources of income. The Economic Annalist, 
June 1957, eivee the farmers’ share of the 
eonsumers' dollars: Corn 1/¢; Peas, 20¢; Tomatoes, 
18¢; Peaches, 24¢; an average of less than 20¢ 
out of the dollar. We were most anxious to 
present cost of production figures, and) the details 
of the farmers' share of the consumers! dollar, 
for other fruits and vegetables. Unfortunately, 
the only official figures are for 1957, and they 


are incomplete. 


We tédlizve that Lysis not possible co 
discuss each farm commodity separately. Nevertheless, 
aetine On a directive Tromour membership con- 
vention, we have presented their recommendations 
regarding potatoes in briefs to both our provincial 
and federal governments. 

ve are certain that it was entirely due 
to Union effort that there was an adjustment made 
in the unfair potato tariff. we appreciate even 


small benefits from the adjustments, but feel that 
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the protection from the present tariff is quite 
inadequate. 

The carly, potatoes from the United 
States reach our market in quantity just prior to 
the harvesting of Ontario potatoes. As a result, 
these potatoes, with low production costs, are 
sold on a strong Canadian market, to the detriment 
of Canadian producers. 

The farmers! share of the consumers! dollar 
Spent for potatoes is a miserly sum of 41¢. Here 
again is an example of the farmers taking the 
risks of weather, uncertain labor, machinery, 
fertilizer and other operating expenses, while 
the secondary industries receive the major share 
of the dollar. Farmers are the recipients 
of plenty of free advice; they should become more 
efficient, support co-operatives and producer 
marketing boards. They have become more efficient, 
ana have financed marketing boards to the extent 
of several hundreds of thousands of dollars 
annually. Their reward has been higher operating 
costs, and lower net returns. They are helpless 
in the face of the flood of cheap imports and 
other factors completely beyond their control. 


Contributing Factors to Marketing Margins. 


1. Elaborate packaging. 


ee individual serving packaging...frozen dinners, 
sereais, etc. 


5. So-called "free gifts", bonuses, and other 
misleading advertising. 
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|, High-pressure sales promotion, radio, television, 
billboard, etc. 


5, Lack of economy packaging. 
6, Trading stamps. 
7. Overlapping in distribution. 

We are convinced that customers did not 
ask for these expensive merchandising features, 
They are being promoted by highly-paid advertising 
agencies. Manufacturers and wholesalers, in 
keen competition, may te expected to use these methoas, 
providing they bear the expense, instead of the 
producer and the consumer. It is quite evident 
that advertising blurbs, on radio, television 
and cereal boxes, are aimed directly at children. 
Mothers of young families have been subjected to 
this insidious form of persecution for too fone, 
in our opinion. It has reached the point where 
mothers are quite vehement in their disapproval 
ef such tactics: 

Farm families, the largest single group of 
consumers, realize the value of buying in larger 
quantities. They practise this when purchasing 
most of their supplies. Has there been any attempt 
made to allow farm or urban consumers to benefit 
from buying in bulk, with 4 minimum of packaging? 

Trading stamps are another form of indirect 
additional cost to the consumer. Stamp companies 
receive about 75% of the revenue; the retailer 


retains about 25% as compensation for added labor 
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6 


‘and accounting costs. Less than 10% of the retailers 
were able to absorb the added costs through 
Bicreapes if Sales volume, As a result; 27% of 
the retailers had to increase their gross margins, 
and 43.5% used fewer low-priced specials. These 
conclusions were reported in the U.S.D.A. Bulletin 
#147, Marketing Research Report. We believe that 
arcomparable situation exists in Canada, 
Overlapping in distribution is a major 
offender in the marketing margin. For example, 
when break, milk, etc., are standard quality and 
Mesene, 1G 1s ridiculous, inerficient and 
expensive to duplicate delivery services. We 
believe that the spread could be lessened by 
Senercle merchandising, The farmer could receive 
BmoeLcer price Tor his products; a4 price more in 
dine with his investment, labor and risk. 
toe COMMENDATION S 
1) We would request that this Commission promote 
the establishment of a government agency, connected 
with the Canadian Department of Agriculture, to 
provide adequate, up-to-date information, on a 
regional as well as national basis. Lack of such 
information has been the greatest handicap in the 
preparation of this brief. It is impossible to 
Obtain cost of production figures that are acceptable 
to the government. 
2) Implementation of anti-dumping legislation for 


agricultural products. 
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3) Country of origin stamped in a prominent place 
on food sold in Canada, 

4) Name and address of manufacturer, not merely 
the distributor, indicated in a prominent place 

on food containers. 

5) Correct labelling; substitute products plainly 
and correctly named. The word "cream" is associated 
with farm products, not processed substitutes, 

6) Producers! grades carried through to the 
consumers, as recommended by the 1937 Royal 
Commission on Price Spreads. 

7) Investigate the final disposition of "reject" 
egos, 

S) Establishment of controls over misleading 
advertising, 

9) Expense for extra services should be charzed 

to those who benefit, not to the primary producer. 
10) Separate cost index for food produced in 
Canada. Crop failures in other countries resulting 
in higher-priced imported foods, are not revealed 
an the cost index. 

11) We do not feel that it helps farmers when 
Speculators make "paper profits” by gambling on 
next year's crop prospects. We would suggest that 
Such practices bce eliminated, 

12) We would ask that this Commission should 
recommend to the Federal, and also to the Provincial 
Government, that NET FARM INCOME, rather than 


Sross farm income, should be announced. Gross income 
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| figures create a false impression of prosperity. 

13) PARITY PRICES, rather than Support prices, paid 
directly to the producers in the form of DEFICIENCY 
| AYMENTS, 

I might say we have some very definite 
ideas as to how this could be implimented very 
efficiently and effectively. 

14) More and better marketing boards, national 
as well as provincial. We would suggest that this 
Commission investigate the possibility of deficiency 
payments, made to producers, through marketing boards. 
peor wa US: TO HN 

We hope that in our presentation we have 
been convincing in our evidence. We have tried 
to show where price spreads of unreasonable prop- 
ortions exist, and to suggest some remedies. 
Farmers are weary of being told that they must be 
more efficient, must try to help themselves, only 
to have their attempts result in higher production 
costs and a tighter cost-price squeeze. They have 
paid hundreds of thousands of dollars, year 
after year, into commodity groups and marketing boards. 
Their heavy cash investments have been sabotazed 
by short-sighted government policy which permits a 
deluge of cheap imported food to by-pass those 
marketing boards. 

We regret that more complete information 
Was not available. We would suggest that the 


emphasis be moved to marketing research, rather than 
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production; since this is our present problen; 


We appreciate the opportunity td present 


this submission from the 


ONTARIO FARMERS! UNION 
THE CHAIRMAN: Thank you very much. We 
will recess now for five minutes. 


---A short recess, 
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THE CHAIRMAN: Come to order, please. 


Mr, Hill, I think Professor Dummond would like 
to asx you a few questions. 

MA; HLL? Gertainly, 

COMMISSIONER DRUMMOND: Mr. Hill, to begin 
right away at the first page, you suggest, and I 
think in your recommendations also, that this 
Commission may consider recommending improvements 
should be made i the sources of information, par- 
ticularly to the end of being able to calculate 
cost of production. What I am wondering is why you 
feel it is necessary for this particular Commission 
to think in terms of calculation of cost production. 

MRS HILL: Well, Mr, Drummond, if I may 
say, we are enlisting the support of every influential | 
body in an effort to have cost of production stat- 
istics available, not only to farmers but to con- 
sumers, and we find whenever we make such a 
suggestion we are told, Well, the Department of 
Veteran Affairs is doing a cost-of-production 
survey and the Dominion Bureau of Statistics is 
doing Borner rodde bin work, and so on, and we 
just don't know whether it is important we go ahead 
with some other group. But then we find that by 
the time these different groups have compiled their 
records they are obsolete, they are out of date, 
because you can see most of the figures we have 
been able to use are for 1956, and there is a 


two-year time lag. Another reason, or one of the 
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most important reasons, we would like to see cost- 
of-production figures become available is that in 
Pidl 237 Of the Price Stabilization Pillj which 

sets the prices for farm produce, makes reference 

to cost of production. Now, the cost of production 
figures the Government have arrived at are definitely 
not accurate, and the cost-of-production figures 
that are available through our marketing boards 

are not acceptable to the Government, and we would 
like to see some machinery set up in which both 
farmers and government would participate in arriving 
at a cost of production which would be therefore 
acceptable to both parties. 

COMMISSIONER DRUMMOND: Are you putting 
the emphasis on the cost of production because 
you feel there should be a distinct relationship 
between that and the farmer's selling price? 

MR. HILL: Very definitely, yes. 

COMMISSIONER DRUMMOND: The reason I ask 
this question is, as you are aware, this Commission 
is really concerned with the spread between what 
the farmer gets and the price the consumer pays. 

MR. HILL: I might just point out, Mr. 
Drummond, that if we had machinery set up for cost- 
of-production work it could also go on and relate 
this even further and it could also take in the 
cost of merchandising. 

COMMISSIONER DRUMMOND: While I am speaking 


on this line, I think towards the end of your brief-- 
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yes, on the last page at the top of the page where 
you are speaking of deficiency payments, I think I 
would like to draw your attention to this fact, that 
3G is not the Spécifid funevion of this particular 
Commission to consider deficiency payments or any 
Other means of off-setting price squeeze, it is 

the spread between what the farmer gets and the 

price the consumer pays; not the spread between the 
price the farmer gets and the price he has to pay. 

MR. HILL: Yess I see that. 

MRS. ROSSER: I suggest that particular item 
was in the 1937 recommendation, in the recommendations 
by the Royal Commission at that time. 

COMMISSIONER DRUMMOND: Again referring to 
your brief at the bottom of the first page, you 
emphasise the farmers' position as consumers; you 
Siyotuhat it hasn't been considered, I am just 


wondering how much you are considering the farmers 


as consumers of food as distinct from consumers | 
of things in general. As you know, farmers become 
more specialized. 
MR, HILL: Yes. We find that farmers are | 
not eating the produce from their own farm; they 
buy their own potatoes, they buy their own apples. 
I can remember when I was a boy at home that 
for cereal we made our own from our own wheat. 
Now, this is out of date, you don't do this; you 


buy your own cereal in the store just the same as 


the people in the town, and we find this has gone 
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to other commodities, too, that we buy our food 
out of the store rather than produce it on our own 
farm. 

COMMISSIONER DRUMMOND: Have you found 
that farmers, as consumers of food, are now thinking 
more of retail prices of food? 

MR. HILL: I would say that. we are con- 
scious of this, but I suppose T must be honest and 
say that our oprincipal concern is the prices that 
we receive. 

COMMISSIONER DRUMMOND: You have mentioned 
at various points the fact that the consumer's 
dollar invariably decreases and has been decreasing 
very markedly of late, and you seem to indicate that 
this is, to put dt very simply, a very bad Thane . 
What I am wondering is why you do feel that farmers 
are adversely affected by receiving a declining 
share of the dollar. 

MR. HILL: Well, I suppose our view is 
that the consumer is paying what looks in a lot 
of cases like a reasonable price for the food that 
they buy, and when the farmer calculates what he 
receives for that particular item, 2b Loy very small, 
and we feel that if we received a higher percentaze 
of the consumer's food dollars, then we would be 
in a better economic position and therefore could 
contribute more to the overall economy of Canada. 


COMMISSIONER DRUMMOND: Do you feel that 
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because the farmers receive a smaller percentage 
of the consumer's dollar they thereby necessarily 
receive Tewer Gollers? 

MR. HILL: Receive a smaller percentage? 

COMMISSIONER DRUMMOND: Just because they 
receive a smaller percentage of each consumer's 
dollar, does that necessarily mean that they receive 
fewer total dollars? 

MAS HOGS ee pelveye Chat, our gross dellar 
volume =ia'Canada thas decreased, LT believe this 
erapn over here wilt tliustrate this very wells 1 
Woo very Much invrieued ‘by this graph. The nigh 
point would be in 1951, whereas by 1957, about 
June, I suppose, you would say it hit rock bottom, 
Now, I don't know whether I could put my hand on 
it at the moment, the exact gross national figure 
for agriculture. It is somewhere around, but it 
is available, and it has decreased. 

COMMISSIONER DRUMMOND: What I am interested 
in asking now is whether you do not feel that, 
in the last analysis, the really important thing 
from the farmer's standpoint is the total of 
dollars he receives, the net income he gets alto- 
gether, rather than the amount per unit of product 
he gets. 

MR; HILL: Well, I might say the profit per 
unit has a very definite bearing on the gross amount 


he would receive, and therefore he is very interested. 
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Baas arenes co. tre we 
Would you care to add anything to that, 
Mrsi Prosser’? 

MRS; PROSSER: No, I think the farmer 
has noticed the drop, as we all have. But we 
definitely think that if we were to get a greater 
percentage of the consumer's dollar we would be in 
a badter position, 

COMMISSIONER DRUMMOND: Well, there are 
those two variables, the price per unit and the 
net income. Now, if it happened that you can sell 
a lot more units when the share of the consumer's 
dollar that the farmer gets is smaller, it could 
Be. could. it. not,..that. his, total net income would 
be lanezer? 

MRS. PROSSER: It could, but it costs more 
to produce those units. You have labor and every- 
thing else concerned. 

COMMISSIONER DRUMMOND: But those 
Varlableswexist. 

MR. HILL: I might just point out there, 
Mr, Drummond, that we have no evidence that the 
farmer can't sell more just because his percentage 
of the consumer's dollar is less. 

COMMISSIONER DRUMMOND: No evidence one 
way or the other. 

MR. HILL: Yes, I would say we have no 
evidence either way. We contend that the actual 


price that the farmer gets has very little to do 
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with the total sale. For instance, we might say 

in cereal grain a bushel of wheat will be twenty - 
two dollars ninety cents in cereals, and the farmer 
gets less than $1.50. If the farmer were to receive 
$2.00 for his wheat, it would be getting up to 

a reasonable price, which wouldn't make very 

much difference to the actual cost of that cereal. 

To carry it to canned goods, I believe 
on an average the contents of a can represent about 
1g to the grower, yet the can costs 14¢, and the 
can costs more than the food. 

COMMISSIONER DRUMMOND: There are some 
times when the farmer's percentage is smaller, 
and that is the period of prosperity. 

You suggest that the 47,000 farmers: had 
to leave farming because of this price squeeze 
Situation. Do you think there are any other reasons 
why they did go? 

Mma Hibie well, (must say that i eo alone 
with the theory that we will work towards larger 
farms and therefore less farms. Eut I am confident 
met the major portion of this 47,000 left the 
farm primarily because of the cost price squeeze. 

As a matter of fact, I have talked to thempersonally; 
I have driven down the sideroads and called on 

farm after farm after farm, and many of them you can't 
find at home in the daytime because they work away, 


but when you call back to them in the evening you 
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find that they are very definitely interested in 
agriculture and interested in their farm, 
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COMMISSIONER DRUMMOND: you wouldn't be 
intending to say that some of them had been induced 
to leave for something better? 

MR, HILL: No, I would say actually a 
small percentage of them had been induced to leave 
because of something better for the Simple reason 
that they are still maintaining their farms, If 
they had sold out and moved to town, I would say yes, 
they were induced to leave because they had better 
opportunities elsewnere, but the people I am refer- 


ring to are the ones that work in town and maintain 


their farms, 

COMMISSIONER DRUMMOND: Just one more 
question: you speak about the relationship between 
the price of cheese, and in the case of spread for 
butter and eggs. I wonder if you would elaborate 
on that slightly? 

MR, HILL: I will just ask Mrs, Prosser 
to answer this question. 

MRS.PROSSER: In the case of butter it 
is sent to the creamery and you get the stuff back 
from the creamery. On eggs you cannot get it be- 
cause you may take the eggs to a processor and the 
severnment doesn't buy eggs from small processors 
unless they have storage facilities for 300 cases, 
Therefore, these small processors pay the farmer the 
going rate and they in turn turn over those eggs to 
a larger processor and it is the larger processor 


who receives the support price from the government, 
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not the farmers, 

COMMISSIONER DRUMMOND: You advocate, I 
think, selling eggs by weight rather than by the 
dozen. What would you say is the nature of the 
counter arguments that you have encountered? 

MA. HILL: I suppose the greatest argu- 
ment is that everyone is used to the idea of eges 
by the dozen rather than by the pound, and that there 
would be, shall we say, a certain amount of confusion 
created in the changeover. I think that is possibly 
the strongest argument. 

COMMISSIONER DRUMMOND: Is the reason for 
advocating this change your feeling that the small- 

size eggs are discriminated against at the present 
time? 

MRS. PROSSER: Yes. As far as the eggs 
are concerned, when they have a defect on the shell 
they are graded down to Grade C, I mignt say that 
by the weight instead of the dozen I think there is 
quite a little bit of disturbance. Bananas were 
Sold by the dozen at one time and now are sold by the 
pound, 

COMMISSIONER WALTON: You cannot bruise 
an ege. I was thinking of the packaging preblem. 
You can buy oranges by weight, but eggs, if you put 
them in a bag, you might come home with an omelette. 
What sort of a package could you use for weight? The 


Small orange might be 16 ounces, usually weigh a dozen 
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for Grade A? 

MRS. PROSSER: I think that problem can 
be solved. 

COMMISSIONER WALTON: You might have a 
problem, 

MR, HILL: That definitely would be a 
problem, Mrs. Walton, but I think that when science 
has gained the lofty heights of being able to cirele 
Sputnik around the earth, we could overcome that. 

We must recognize it as a problem very definitely. 

COMMISSIONER WALTON: Lf you nad to 
create a new package that was flexible that would 
add to the cost and perhaps the price spread. It 
might, I don't know. 

MRS. STEPHENS: In the States I have 
heard of one experiment that had been tried, where 
they were breaking them and freezing them and selling 
them in package containers, and that is one handling 
of course, but you wouldn't lose as much on your 
larger ones with weight. Sometimes you lose about 
five pounds on a crate. 

Mite "His Tais would work to the ad- 
vantage of the consumer as well as to the advantage 
of the producer because there can be quite a variation 
in the size of eggs, you see. An egg must weigh so 
many ounces; they are supposed to be so many ounces, 
SO many ounces in a dozen Grade A large eggs. Where 


there is a little variation there and you can happen 
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to get a dozen that just squeaks over the margin and 
you can pay for the full amount, whereas, if you 
grade tnem by the pound -- of course they must be 
graded for quality, but if you have them by the 
pound you would pay for the exact amount that you 
received. 

COMMISSIONER DRUMMOND Just one other 
question: You state that at the present time tne 
price spreads are distinctly unreasonable. How do 
you go about deciding when a spread is reasonable or 
unreasonable? That 1s one of our jobs. 

MR. HILL: I think you have a very good 
question there, but I think that if you would go back 
about a year ago now to when your choice cattle were 
selling on the Toronto market for 18 cents a pound 
and then relate that to the price that beefsteak 
was selling over the counter, the producer at least 
was of the opinion that that price spread was exorbi- 
tant and unreasonable, Just how would you define 
what was actually reasonable? It is pretty hard to 
pin that down, but our contention is that the price 
Spreads generally are unreasonable, Further than 
that I am afraid I couldn't BO. 

COMMISSIONER KIDD: Is that true of in- 
formation you have given us here? You point out 
this year that the farmer is receiving 37 cents, 
and then you point out that the price in the store 


is 79 cents and 85 cents respectively for medium and 
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old cheddar. What is the relationship, say, two 
years ago? What was their share then? 

ME MHEG I would believe that the 
share would be much higher, iedon' to lmowettewe 
have got the figures to Support this, 

MRS. STEPHENS: Not for ten years ago, 
but we have the wrappers for the present-day cheese, 

COMMISSIONER KIDD: I am just wondering 
when did it start moving in this direction. Has it 
always been this way or is this a recent development? 

MR. HILL: I would think this started, 
or developed, shall we say -- there was little 
development toward this end when the stores ceased 
to have cheese sitting up on the counter and 
Sliced off the amount that you wanted. 

COMMISSIONER KIDD: That is going back 
quite a piece. 

MRS ALLL: Well, in some areas, yes. In 
other areas not so long, but I think that this has 
assisted in this trend. 

COMMISSIONER KIDD: Cheese is one of the 
items on which you put some emphasis. How do you 
account for the present situation? 

MR, HILL: I would say that the result 
of processors having control of the market and taking 
advantage of it. You see, this cheese is bought on 
the market for, I think, at the present time, 35 cents 


&@ pound, Now, this cheese that has been made by the 
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farmer -- like the farmer has got his cows, has 
milked them, he has a Co-operative cheese factory,¢ he 
has made the cheese, and he has put it in the ware- 
house and sold it over the block at 35 cents a pound, 
The processors have merely sliced it, wrapped it 
in cellophane and stamped a label on it and as is 
indicated here its selling price has been 89 and 
(5 cents a pound, 

COMMISSIONER KIDD: How many processors 
are there? 

DU eure ass Of cheese? 

COMMISSIONER KIDD: Yes, 

MR, HILG: I couldn't tell you. ofr 
course, the market is dominated by one, I believe, 
At least I am led to believe that there is one com- 
pany which more or less controls the processing of 
cheese, but there are several independent processors, 

COMMISSIONER KIDD: You say the market 
is dominated by one, How long a period would this 
have been true? 

MR. HILL: Over how long a period has the 
market been dominated by this one company? 

COMMISSIONER KIDD: Yes. ? 

MR. HILL: I really couldn't answer eae 
question, Mr. Kidd, 

COMMISSIONER KIDD: So that it isn't just 
the package that yaraise here, with which you find 


fault, There is this other factor too which you are 
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now bringing up about the control of the markets by 
a small number of processors? 

MR. HILL: I would say that this has con- 
tributed to a larger spread between what the farmer 
and this small -- shall we Say, small number of pro- 
cescers has contributed to the high spread between 
what the farmer receives and what the consumer pays, 

COMMISSIONER KIDD: Just one more question, 
On gage 4 you say: 

ah glaring example of the increase in 

"marketing margin illustrates its effect 

"on the declining farm share of the retail 

"price of white bread," 

You point out there is a drop from 23 per cent to 14 
per cent, Would you like to elaborate on that? 

MR, HILL: Would you like to answer this, 
Mrs. Prosser? 

MRS. PROSSER; We have tried to get 
figures. In this Economie Analyst we find that 
our share has dropped approximately to 14 per cent. 

COMMISSIONER KIDD: I am not disputing 
that. I was wondering if you would comment on why 
your share has dropped in this eight-year period from 
3 per cent to 14 per cent? 

MRS, PROSSER: I would suggest it is the 
distribution and merchandising costs. The spread 
1s somewhat greater, 


MR. HILL: One of the largest contributing 
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factors to this has been the cost, the delivered 
cost, shall we say, where we have four or five 
different bread companies sending their trucks on 
the same route in the country or in town, 

MRS. PROSSER: Specialized packaging, and 
SO on, would contribute to the spread, 

isis eo Rat) i I would say that possibly 
the largest contributing factor has been the farmers! 
inability to raise the prices of their produce as 
the costs of production SO up and as the price to 
the consumer goes up. The farmer has been unable 
to raise the price at his end. There 
apparently is no way that we can have our prices 
follow the upward trend, 

THE CHAIRMAN: I think perhaps Commis- 
sioner MacKichan has one question he would like to 
ask, 

COMMISSIONER MacKICHAN: The question I 
have 1s on the butterfat test from the bulk handled 
miik, I don't know of any one thing that can rile 
a farmer more than to feel that their test on butter, 
cream or milk 1s not being read properly. You say: 

"We would appreciate any effort on your 

"part to substantiate persistent and 

"widespread complaints of lower butterfat 

"tests on bulk handled milk," 

We would like to have a bit of evidence from you as 


ae tO what is happening here. 
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Mie EUDis I might say, Mr, MacKichan, 
that before bulk tanks milk was handled in cans, 
It was loaded at the farmer's gate and it went to 
the factory on a truck, This was jigglea around 
and the butterfat was fairly mixed through this milk, 
By the time it got to the factory it was butterfat, 

Then the sample was taken for testing 
but the butterfat was fairly mixed through the bulk 
milk, Now with a tank truck the milk may come in 
a pipeline, The milk will go in there and it may 
be four or five hours after the milk goes in before 
the operator comes to pick Up -- to drain the milk 
from the tank, Well, now, I believe there are 
regulations as to how long the agitator in this tank 
must run before the tank or before the milk is 
dumped from the tank into the truck, but it is only 
a matter of a minute and a half or so, so that here 
you have this whole DLE tank sitting Ldle. sitting 
“hve Bt The cream rises to the top. Perhaps the 
trucker is ina hurry. He turns the agitator on and 
it may be he doesn't leave it on as long as he should, 
and the milk is not properly mixed before he takes 
the sample, 

COMMISSIONER MacKICHAN: He takes the 
sample at the farm? 

MR. HILL: He takes the sample at the 
farm, yes, 


COMMISSIONER MacKICHAN: I imagine that 
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the only thing is for the farmer to install his own 
agitator? 

MRY Hib: There is an agitator in the 
tank, you see, but the farmer may finish milking his 
cows at seven o'clock in the morning and it may be 
on in the afternoon when the truck gets there to 
pick up his milk, 

Unless the farmer were to leave the 
agitator running all the time, in which case he 
might wind up with butter instead of milk, or else 
he could come back Some time during the day and keep 
stirring his Malic anc 2 14 practically impossible, 
I mean if tanks are going to be of benefit to the 
producers, and we are expecting that they will be, 
then we must have some means of getting sound butter- 
fat tests, 

COMMISSIONER MacKICHAN: I hope that I 
won't be disturbing anyone if I say he would be 
better if he got Holsteins, 

MRS. PROSSER; We went to some trouble to 
get verification of these things from people who 
ere tn the business, and we find that since bulk tank 
was installed the butterfat just has gone down con- 
Sistently. 

COMMISSIONER WALTON; Have the farmers 
been able to conduct any tests to show their cows 
haven't changed their butterfat content? 


MRS. PROSSER: Y2s, I know of several 
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instances where they had a test done by the dairy 
and they had a double test again and there was 
quite a bit of difference in the two tests. 

MR, HILL: You see, here we have a case 
that the buyer makes his own test. The milk is 
bought according to butterfat content, and the 
producer says how much or what the butterfat content 
LS. 

MRS. PROSSER: I would like to suggest, 
too, that these people that we have sheets from are 
all afraid to give their names for fear they will 
lose their contract, and that has been the great 
deal of difficulty we have had in gatnering direct 
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NEA HLL I might say we have a 
specific instance where a farmer was Shipping to 
a dairy in a small town, and he was dissatisfied 
with his test, and he had the officials make tests 
right in his barn, and he mentioned this to the 
dairyman a couple of times, and it was of no use, 

His tests didn't improve and S80, finally, 
he ad the people make and keep a record for 
months, and he had this On a certain ®ed, and then 
he went to the chap who was Selling the feed to him 
and suggested he run an advertisement in the local 
paper advertising his feed and advertising this 
farmer's name, and advertising the butterfat test 
and the butterfat content test, of course, was 
much higher than the dairy was putting, and it was 
only a matter of months until his contract was can- 
celled. 

COMMISSIONER MacKICHAN: I will make a 
passing reference, as Dr, Drummond did, to parity 
prices, which you mentioned made it effective and 
efficient, and if we could just continue it by working 
in the word "economic" in there, we would all be 
happy. 

MR. HILL: I would §0 so far as to include 
the word "economic" in there, because it might cost 
the country some dollars, but it would be impossible 
to say how many more dollars it would pay the country, 
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through last winter, and possibly to a certain ex- 
tent we are still in -- I firmly believe that agri- 
culture was the largest contributor to that recession, 
and if farmers -- if agriculture -- were to be ona 
sound economic basis, we could make a tremendous 
contribution to the economy of not only Ontario but 
Canada as well. 

MRS, STEPHENS: May I mention one thing 
about the shipping of milk. I was quite surprised 
that a man shipping to a dairy five milcs from his 
home, and he was charged the rate he would have paid 
if his milk had gone to Toronto -- 35 cents a hundred, 
which is quite a ‘lov, 

Well, the smaller dairies figure their 
Shipping charges on what it would cost to ship to 
Toronto. I have a sworn statement to that effect, 
and this man didn't have a signed contract to say 
that. They have a verbal agreement, but it doesn't 
seem fair the farmers shipping to that dairy pay the 
same thing. The dairy, in this case, operates a 
truck, and I wondered whether we could investigate 
that type of thing. 

THE CHAIRMAN: What particular location 
are you referring to? 

MRS, STEPHENS: Eastern Ontario. I would 
rather not state publicly the man's name or his dairy. 
He asked me not to. 


COMMISSIONER MARTIN: May I ask that lady 
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if all the shippers to that plant are charged the 
Same price -- one inile or ten miles? 

MRS, STEPHENS; He says 35 cents is the 
rate. 

COMMISSIONER MARTIN: It 1s common 
practice in many dairies! plants that I know of, and 
even in Co-ops, because the man who is close to the 
plant, if he is alone to run the plant, he won't have 
the volume necessary to reduce the cost, so they share 
the transportation. It is done by voluntary accep- 
tance and, I should say, in practically all Co-ops 
in Quebec, 

MRS, STEPHENS: fT am sorry I didn't get 
my point across to you very well. He is possibly 
seventy-five miles from Toronto, something like that, 
maybe a little more, and he said his rate to ship to 
his local dairy is what he would pay if he were 
shipping in from Toronto -- that the Toronto market 
pretty well controls the market to the provinces. He 
asked me if I could have any information obtained on 
that, 

MRe HELL: I think, Mr, Martin, that this 
farmer doesn't mind paying the same price to ship in 
to his local dairy as all of the other customers to 
that dairy. What he is objecting to is all the 
customers to this small dairy pay the same price for 
hauling milk as if their milk was going seventy or 


eighty miles further to the Toronto market, 


7 crt y i ; ; : sl 
1 ; > be! ‘ap — 


coal em at » ope gia tines 4 pi ihcsrvat 


year ae Ee Shia ane © 
7 


a Coens 2 at ate Reins f 
ilsal wy ce ee oh. SRR ee 


mi A 
i" 
7 : 
aa 

= Sy abate Ee pl bio LP ers 
i Sites! each “Eerie RMP TAR: See eS 


oan ay pH ah i bee a tt ; lie es dist ? 1" Se Po. tah USERS 
‘ 1 C. 8 A) f 
egy (SS ee yagi eats me rhe ave 


+ -* a Pa > 
: keg 2 be Le ot nate ’ eS > ike 
i (fe ee ane Y Maleate ak: ee afuee 5 By.’ vat z 0e5t ss i Ro trey Us by 
year & i \ d 


ya Lo » ie 
Sissi : 
a 
: 
ps. : 7 " . © be tie * 
; P ae ee is me ie ji += rae” cri aossGe fee Rirth 
ieee ae OS Say, eps duh pes ‘ > i & : 
BIS e ts 
5 os, : id "i past ia cee, : 
Oa iid TLL ay mab eel eumeitedis wok ch ue abe ae [SOs 
‘ ' Peds hymen a Ne 
i 
i 4 
- aap ote . " 
i ane LST res xe =f s i ESS Ss i ‘Pe pie ae! ere 
i ra i 4; * i 
a 
&. Mame. ier 
eta | Pane 
-_ 
exes j 
7, \ t cae), rf ae ‘2, 9 Janel ® 
ite Atak era Bee yee ay oer: ‘ vcs e 
90 
i 
ia: (Be silane 
oe, & see gue sua tee iy ci’ A SOS SMe Se ; 
‘ te a 
Pets 7 
j i > , c ae er cae Sh pce oF Ce a ceo sata fe) 
; pf ihe “| gd pe ey a MM ee a Coo es ee Bis BO a it 


a pga 
clic) os geaw €F Geka dheck S14 
slogtie 
Le Vazy 
ae 
eer | 
ant witvsg bob Teeny Vas 


> 
oe y 4 ‘ ‘ rd vs b - - 
ee eeha’ \g tare : ™ a ig FELD | yaw oe) ei. i : 


a rw +, iy As + ai fol Sic, 
mapeih! vane eed hed ) Qi. sag ieee 


he 


y, iy i : gal Sit 
an = bb) Dare a . 4 i o3 he Si pace 
ee oor v3 tu, cee iy, YRtRe he Rurte eel 

Oren! . 


ANGUS, STONEHOUSE & CO. LTD. 2462 
TORONTO, ONTARIO { 


MRS, STEPHENS: Another shipper pays 
35 cents, and his milk foes to Toronto, LCtie 
really hard to get information from these men, They 
are definitely worried because they have such an invest 
ment in their equipment, 

We have figures about the amount of money 
they have had to invest, They can't take any chance 
of anything happening to their contract, 2 couldn! ¢ 
find a single instance of this contract. It is an 
agreement, I said I would like to see a contract, 
and he said, "I don't know anyone that has one," 

THE CHAIRMAN: Thank you for mentloning 
20% We can follow the point up. Thank you, Mr, 
Hake Ls 

MR. HILL: Thank you very much, 

THE CHAIRMAN: Mr. Ross, we sent you a 
questionnaire, and you were good enough to indicate 
that you would return it to us in due course, 

MR. ROSS: Yess 

THE CHAIRMAN: We also appreciate your 
acceptance of the invitation to come here while you 
were “in Toronto. I am not sure whether you have a 
Statement or not. 

MR. ROSS: NOs. 0 dor nou, 

THE CHAIRMAN: In that case, might we 
ask a question or two? 

MR. ROSS: Yes, 


THE CHAIRMAN: We did send you a copy of 
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our plan. You could have a Look. at. 2. We feel 
that what this plan represents is really the problem 
with which this Commission has to grapple, or, to 
put it another way, that if these plans haven't 
diverged in the way they have since 1951 7 you pros 
bably wouldn't be here today, nor would we, 

MR. ROSS: Right. 

THE CHAIRMAN: So, I think this is the 
essence of our problem now, AS you know, the 
lower line is the DBS Index of Farm Prices -- that 
is prices received by farmers -- now on the basis of 
1949, on the upper black curve, is the food component 
of the Dominion Bureau of obvatistics Cost of Living 
Index. 

Mind you, af couree, _they start it 
back at 1949, merely because the index numbers are 
based on that year, 

MR. ROSS: Yes. 

THE CHAIRMAN: And, then, they continue 
to parallel one another to 1951, and since then they 
have diverged with the farm prices more or less con- 
tinuing the falling until LOST. In the case of 
the consumers! Dder Aas Ate. 1959, 1953, and 
then some stability after that. Then, rising 
after 1956, 

Now, we have to try and explain how this 
all comes about. You might say, "Well, wheat cereals 


are a component of both of the: unrefined form and 
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the processed form, but they are only a component, " 
In fact, if you take wheat out of the lower curve 

and cereals out of the upper curve, it doesn't affect 
too greatly the relationship. So, this is a fairly 
common phenomena. 

Now, we would be glad if you have any 
comments on this which you think might help us in 
attacking the problem as to what happened in this 
period to affect those relationships between the 
prices, 

MR, “ROSS: Well, it would be a rather 
difficult question for a baker to answer. We don't 
deal with the farmer;as you all understand in a very 
direct way. We don't buy wheat. That was once 
something that the baker did, but that has not been 
done for a number of years. 

Of course, we buy flour; we buy lard in 
an indirect way, too, and we buy sugar from the 
beet farmer, but those are about the only three spots 
that in my opinion come into this. 

And, so far as our own industry is con- 
cerned, certainly our prices have gone up for 
various reasons, as you probably have been told al- 
ready by our national manager here, 

So, I am wondering how I can in any way 
help to answer the question that is posed here. We 
buy lard on a competitive market. When the hog 


run is on, our lard is cheaper. When the beet run 
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is on, our sugar is cheaper, It is entirely supply 
and demand as far as we are concerned for those two 
products. 

COMMISSIONER DRUMMOND: What you are 
saying is as far as your industry and your company 
is concerned, it has very little effect on the 
direction that lower curve takes? 

MR. ROSS: That is my feeling, yes. 

COMMISSIONER DRUMMOND: On the other 
hand, you have a very distinct efrect on) the di rec= 
tion the upper curve takes? 

MR. ROSS: Yes, we do, by the prices we 
pay for the various products we use, and those pro- 
ducts, in the ingredient form. 

The brief that was presented shows some- 
what the downward trend, whereby that downward trend 
has been made up by an increase in the cost of packa- 
ging and in the cost of labour, and not entirely in 
increased rates, but in shorter working hours, 

We are no better off today, unhappily, 
than we were back in 1949 from the point of view of 
earnings, I could say that our company is a little 
fortunate as the brief indicates that, apparently, 
most other bakeries, at least many of them, 
about two per cent of their sales. I have never 
been fortunate enough to do that, and I would like to 


very much, If there is any way you can help me to 


~———} do that I would appreciate it. 
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COMMISSIONER WALTON: In the National 
brief that was presented, Mr, May mentioned that 
trucking transportation -- transportation had been 
one of your major factors that figured very largely in 
the cost, and that Some bakers had discontinued the 
door-to-door delivery because of the cost, and were 
what you call wholesaling into the retail stores, 


AGG you still doing door-to-door sales? 
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MR. ROSS; Yes, we are, We have three 
divisions in our company. We have the wholesale 
division, which supplies stores, restaurants and 
institutions. We have home service, or door-to-door 
delivery; and we have the chain store or Supermarket 
delivery. They work entirely Separately from each 
other, 

COMMISSIONER WALTON: Do you find the 
door-to-door is 4 losing proposition on costs? 

MR. ROSS: No. 

COMMISSIONER WALTON: is the unit cost 
higher? 

MR. ROSS: No, because we don't apply the 
complete unit cost on door-to-door, The fact we 
have the volume in our plants helps us considerably 
to keep our plants going. 

COMMISSIONER WALTON: I raise this ques- 
tion because we have heard today on two occasions, 
from the Consumers Association and again from the 
last group to present a brief, that from their point 
of view, with the duplication of milk waggons and 
bread waggons on the Same street; now, I admit they 
all start out with a full load, but this seems to 
be the impression that has been given to us on 
occasions, that it is wasteful and inefficient and 
too costly? 

MR. ROSS: It seems to be impossible 


to solve, We have gone this far: in the last four 
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or five years we have cut our daily deliveries down 
to three-day a week deliveries, and in some areas, 

a five-day delivery instead of Six, and in that way 
we have managed to keep our costs level. We haven't 
improved our Situation, 

COMMISSIONER MacKICHAN: Just for the 
sake of background, would you describe the organiza- 
tion of Canada Bread? 

MR. ROSS: Yes. We are divided into 
five areas: one area comprises Winnipeg, Fort William; 
another London, Windsor; another Toronto Rast, and 
another Toronto West, and one area Montreal, Ottawa, 
In these areas we have nine production plants. We 
have thirty-nine depots where we have trucks 
stationed to receive loads from the nine production 
plants, which they distribute through their various 
areas, 

COMMISSIONER MacKiCHAN;: And you felt that 
was the most efficient and economical way of setting 
up the manufacturing and distribution systems? 

MR. ROSS: Veo. It is not a matter of 
choice; it was a matter of necessity. In the last 
five or six years we have Spent three and a half 
million dollars in putting our plants into first- 
class, efficient shape, and we just cannot afford to 
spend that kind of money any more on the nine plants 
I have mentioned. We have closed seven plants in 


the last four years, and centralized production, 
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COMMISSION MacKICHAN: What would be 
the relationship between the wholesale and BeGAat 
of your Bee ape 

MR. ROSS: I have got it for a five- 
year period that may be of interest, 

COMMISSIONER MacKICHAN: Io was just 
going to ask if that relationship had changed in 
recent years, and your five-year period will give 
that. 

MR. ROSS: Yes, it has. In 1954 our 
wholesale sales represented 51.4 per cent of our 
Production; in 1955 they were 51.63; in 1956 they 
were 55.3; in 1957 they were 5.55 and an 1956 they 
WEP 5/1, That 1s wholesale only. 

I should say I am Speaking only of bread 
at this point. 

Retail for the same years; 48.6, 48,4, 
BAS 7 IS Or So, it is apparent that our 
wholesale business has increased and our home ser- 
vice business has decreased, 

In sweet goods and cake, in 1954 our whole- 
Sale represented 51.9 per cent of our business; in 
1955, 55 per cent; D{+2, 55.1, and the year we 
have ended in June tage 564% 

Our retail sales: 48.1, 47, Tyee BM ETC 
aos, 

So, our wholesale sales have shown an 


increase in sweet goods and cakes, and our retail has 
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shown a decrease, 

In total, the percentages in 1954 were: 
51.8, and in 1958, 58.3, in wholesale total. Retail, 
48,2, dropped to 41.7. So, the total story vir- 
tually is the story of the sections as well, 

COMMISSIONER COUVRETTE: What is the 
comparison of the prices between bread sold at home 
and in the stores? 

MN goto. * Well, it varies in every area 
that we operate in. There is a spread in Winnipeg 
of 33 cents between the chain fore price and what 
we sell the bread for through stores under our own 
brand and to the householder, In Toronto the 
spread is 4 cents. In other places it is 2 cents. 
It varies as the market has developed. 

COMMISSIONER COUVRETTE:; Always lower in 
the chain stores? 

MR, ROSS: NUCH hs sfep igh 

COMMISSIONER COUVRETTE: Do you attach 
much importance to brands as far as bread goes? 

MR. ROSS? We do in our company, yes. 

We have a brand name that we have developed over a 
period of years, and a good deal of money has been 
Spent on advertising that brand, and we feel it 
finds acceptance in the hands of the consumer, 

COMMISSIONER DRUMMOND: In regard to 


your physical distribution, you mentioned that you 


——— had a number of depots: is that what you called them? 
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MR, ROSS: Yes. 

COMMISSIONER DRUMMOND: What precisely 
is the depot, and how is the bread taken to it and 
from it? 

MAS ROSS: Well, a depot is a building 
that we usually erect, and it holds anywhere from 
ten to twenty motor vehicles in charge of a gales 
Supervisor, and the bread is taken from the closest 
production plant by transport and delivered to the 
depot and put up into salesmen's orders, and he 
puts it into his truck, The pallets go back in 
the same transport as brings the bread out, 

COMMISSIONER DRUMMOND: Am Tt rieht in 
understanding when you said you had reduced the 
number of plants? 

MR. ROSS: Mece 

COMMISSIONER DRUMMOND: You mean bakeries? 

MiSs FOSS: Production plants, yes, 

COMMISSIONER DRUMMOND: What is the 
reason primarily for that? 

MR. ROSS: The possibility of unprofita- 
BELT ty, We had to move from; smaller Diants into 
centralized production, 

COMMISSIONER DRUMMOND: To get the bene- 
fit of the sales? 

MR. ROSS: Yes. 

COMMISSIONER DRUMMOND: Did the change 


in the country's population have an important effect? 
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COMMISSIONER DRUMMOND: Yes, quite an 
important effect. We have found in many areas that 
people seem to be leaving the country areas and 
coming to the cities, and there is less production 
in those places, It was not possible for us 
to keep going on there, 

COMMISSIONER MacKICHAN: Would a large 
portion of these people be baking their bread at 
home, if they are farm areas? 

MR. ROSS: Wel, 2 den" low. There is 
a lot of bread baked in the home even today, but there 
is much less than there was ten Years ago, but we 
find, as a rule, when business is bad or we have re- 
cessions or depressions that many people go back to 
baking bread again and they can very easily do it. 

We are not the type of business that has an article 
that cannot be made by housewives themselves. 

COMMISSIONER DRUMMOND: In regard to the 
pricing policy, Mr. Ross, one notices from time to 
time in the daily press the price of bread has gone 
up one cent a loaf in a particular area or section of 
the country, I think I recall this year it went up 
in some places, for instance, in the Maritimes, and 
a few weeks later in Quebec, and then in the West; 

I was Wondering if there is such a thing as a regional 


pattern in bread prices? 
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MR. ROSS: No, it is not a pattern but 


there is a very sound economic problem involved, 
AL] “Of the bakeries in the main are in exactly the 
same position as far as their purchasing is concerned 
and very few of the Operators of our type can buy for 
any better prices than anybody else, Therefore, 
when Somebody finds out their revenue is not keeping 
up to the interest and they are not getting a return 
on their investment they then decide they will raise 
the price of bread and that is done, We decide to 
do it and we do it and if our competitors see it and 
follow up then it ts 4 success story because if 
they do not follow up we have to back down. 

COMMISSIONER DRUMMOND: There is no 
reason why the price Should go Up or down in any one 
Place first? 

MR. ROSS: No, 

COMMISSIONER COUVRETTR: What is the pro- 
portion done in bread as compared to other products? 

MRS -ROSS: From 1953 to 1958: D5 Ss (at 
per cent; 1954, 72 per cent; 1955, 69.8 per cent; 
1956, 66.5 per cent ana 1957, 64.1 per cent, That 
1s bread, In 1958, 64.3 per cent. 

COMMISSIONER WALTON: It has gone down? 

MR. ROSS: Yes, sweet gocds are tho rest 
of the figure, it moved from e's COLA T: 

COMMISSIONER MARTIN: A moment ago you 


mentioned the new investment of your company at a 
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cost of. bares and a half million dollars, This is 
a bad question for me because this morning some- 
body referred to what Levis thinitthe general 
practice in calculation to use part of their pro- 
fits, not distribute them, to enlarge their facili- 
tiles, We have been told that the customers are 
having to pay for the expansion of the facilities, 
Can you comment on that? 

MR. ROSS: Well, only to say that 1b is 
avery true Situation, the money I spoke of was not 
earned in tits entirety so we had to gO and borrow it 
and pay interest on it and it is part of our ex- 
penses, Is that what you had in mind? 

COMMISSIONER MARTIN: Suppose the cor- 
poration, not mentioning yours in particular, has 
$1 million profit after income tax and suppose 
that corporation uses Para or dtsworclit to pay a 
dividend, which is the general practice, and sup- 
pose after that you still have one-third of a 
million dollars so you reinvest that in your cor- 
poration, That $1 million while it comes from 
your profits, the profits is the difference between 
your selling price and buying price or cost price, 
and this morning somebody said that it is not right 
to charge the consumer the cost of expansion of a 
corporation, 

MR, ROSS: Of course, the answer to that 


question is that we have never made $1 million or 
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three-quarters of a million dollars, Our statement 
appeared in the paper this morning and we made 
$412,000 and we have about $12 million invested, so 
we are not what you would call a very prosperous 
industry. 

THE CHAIRMAN: There was a general point 
I had in mind when I opened the reference to this 
chart. I realize that this is not the kind of ques- 
tion you can answer from your own particular business 
or business experience but you have heard the group 
preceding you and their great concern is over this 
spread; in other words, their price is going down 
and the costs are going up and it is quite a problem 
already. 

Now, when you talked to us you explained 
the upper curve by saying the costs are rising and 
therefore you nese to increase your prices. You 
said this a minute ago with regard to the specific 
costs involved in this question, but you in some way 
or other -- I do not mean you particularly, but a 
business man can in some way or another raise his 
prices because his costs gO up and obviously the far- 
mer cannot do that. Now, what is the explanation 
of this and how do you explain to the farmer these 
different circumstances exist? 

MR. ROSS: I am afraid that is beyond my 
economic knowledge. I heard the last group which 


appeared and it must be very difficult indeed to be 
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in a situation where you cannot compensate yourself 
for an increase in costs. f am sure the farmer has 
increased costs too but he cannot get any more money 
for his crop it would seem from the Story we have 
heard. 

THE CHAIRMAN; We have to try to find an 
answer to that. I was not sure it was a fair ques- 
tion to ask you but I thought I would try, However, 
we do have these two different circumstances where 
the producer can recover the costs but the other 
Eroup cannot, 

COMMISSIONER DRUMMOND: There is from 
time to time, Mr, Ross, comment that the price of 
wheat and therefore the price of flour has gone down 
and at the same time the price of bread is going up. 
You probably have heard that. Would you go so far 
as to say that if the cost of your flour that you have 
to buy keeps on going down you could get 1t for 
nothing, just imagine that -- that would not prevent 
the price of your bread rising? 

MR. ROSS: Ido note thiniks igo. Lor as 
common knowledge in our industry that in time the 
price goes up. That has always happened on every 
Price increase we have experienced and from our point 
of view as an Operator if our prices were reduced to 
the price where I might reduce the price of bread i 


would do it tomorrow, I think our brief pointed out 


the flour, 
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That has not always been crue, but tT an thinking 
back some thirty-five Meat 

COMMISSIONER KIDD: Could you tell us 
something about the changes in the price of flour in 
the past few years, relatively? I do not mean 
exact figures, 

MR. ROSS: Well, actually they have shown 
a downward trend, 

COMMISSIONER KIDD: Very much? 

MR. ROSS: ft could not: tel? you offhand 
but the prices for Our company are typical, 

COMMISSIONER KIDD: It is a similar price 
hor ali the industry, 48 1¢° 

Mins ROSS: Well, it seems to be. 

COMMISSIONER KIDD: I was wondering would 
you aS a subsidiary of another company pay the same 
price for flour as a competitor who is not a sub- 
sidiary? 

MR. ROSS: Well, as the operator of Canada 
Bread I keep a close check on flour prices, As you 
probably know our business is controlled by a milling 
company and I am not tied to buy my flour from that 
milling company although I would be very stupid in- 
deed 1f I did not buy it if prices were equal, af 
would think that most bakeries pay about what we pay 
fom flour, yes. 

COMMISSIONER KIDD: You mentioned that your 


costs have been Plising. Do I gather from what you have 
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said that you have been able to recover those costs? 

Mi 4: Ooo ¢ To some degree by automation. 

COMMISSIONER KIDD: Your profits have 
risen this year? 

MR. ROSS: Well, my association with this 
company is seven years old and in the last three years 
we have had an average development and that average is 
from $370,000 to $412,000, 

COMMISSIONER KIDD: You mentioned the wage 
cost going up but at the same time you mentioned the 
number of plants had gone down, What about the num- 
ber of employees on production? 

Hn Ome The number of employees on 
production. would be == T am SUCSsane a biG, but 1 
would say about eighty per cent to what they were 
Oriet nal iy, 

COMMISSIONER KIDD; So your payroll, even 
though your individual wage costs have gone up, your 
payroll would not have risen in the same relative 
size because your number of employees is down? 

MA AROSes That 1s rishnt, but the dollars 


ere Cerinitely up, 
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ANGUs, STONEHOUSE & co. LTD, 
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COMMISSIONER KIDD: Oh, yes, the dollars 
would be up. 

TL suppoge’ a6 We impossible at this Stage 
to go much further in that, but I was interested in 
the point you made about the number of plants being 
down, because that has & bearing on the productivity? 

Ney ae ia @ yey sie os 

COMMISSIONER KIDD: And apparently you 
heave had improvements tn that regard? 

Wee MOSS: Yeon 

COMMISSIONER KIDD: I recall in the dis- 
cussion with Mr, May in Fredericton there was mention 
of wages, and I believe he agreod that the wages in 
the baking incustry were somewhere in the lower half 
of the leading f qr industries in this country. lige, 
that is so, you wouldntt -- shall ZT put it this way: 
you wouldn't suggest that your wages had risen to 
the point where it Porced up the price of your bread 
encirely to the present level; it is one factor? 


Mn. KOSS: It is one factor. in many , 


COMMISSIONER KIDD: But taking the two 
things vogether, or all three things, the increase 
in productivity, the increase in wages and the drop 
in the number of employees, it is the total reason 
why your bread has risen? 

MR. ROSS: Yes. 

COMMISSIONER KIDD: Have you any more in- 


formation as to the other problems? You mentioned 
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Plour, 

MRP GROSS: Yes, The general trend in 
packaging has been a very large factor, 

COMMISSIONER KIDD: Very large cost? 

MR. “ROSS; Yes. 

COMMISSIONER WALTON: In both equipment 
and unit packaging? 

ME. ROSS: Yes, 

COMMISSIONER KIDD: Have you increased 
the variety of bread? 

MR. ROSS: Yes, we have, The variety 
Of bread ista very large factor in the market today, 
and because you don't make a sufficient amount of 
it it has a cost much higher than what we call our 
Standard run, 

COMMISSIONER KIDD: What about your 
total cost? 

MA ROSS : Well, I would be in specula- 
tion, but I think it would be a very good idea, 

COMMISSIONER KIDD: Something was said 
earlier about the cost of, let us say, the major com- 
panies in the baking industry would be similar in a 
respects? 

MR. ROSS: I think so relatively. I 
don't know what my competitors pay. 

COMMISSIONER KIDD: The reason I ask that 
is that Mr. Drummond asked a question about the price 


of packaging, and it seems to me that as the price 
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rises it is going to rise somewhere eisepuscoe leam 
wondering if you Suggest the costs of all the com- 
petitors would be similar. 

MR ROSS: In my experience, I would say 
that would be Palriy true, yess 


COMMISSIONER KIDD: In the method of pro- 


duction? 

MR. ROSS? Yes, in this’ area, very 
definitely. 

COMMISSIONER KIDD: Automation has become 
EPraeuor? 


MRS ROSS: Vests 

COMMISSIONER DRUMMOND: Is the average 
distance that you transport bread increasing? 

MR. ROSS: Yes. The average distance 
that was deemed possible a few years ago was one 
hundred miles, but that has increased because of 
better transportation facilities and better roads, 

COMMISSIONER DRUMMOND: But despite that, 
has the unit cost increased? 

MR. ROSS: yes. 

COMMISSIONER KIDD: Why? -- seems to be 
the obvious question, 

MR. ROSS: Well, *i -enafrasd ipatis-the 
Same two factors, increased cost of automotive equip- 
ment, and also the fact that we pay the people that 
are doing the transportation more money for the job 


they are doing. 
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COMMISSIONER KIDD: This would be straight 
trucking people? 

MR. ROSS? Well, they are our own people, 
They are a separate Sroup entirely. Their job is 
to deliver bread to certain Places each night. 

THE CHAIRMAN: There was one other matter 
which was discussed with Mr. May. i don't know 
whether it is possible to get any definitive answer 
on it, but the question was how far this increased 
attractiveness of the produce “in the fancy package 
and so on, in spite of the fact that it tends to 
raise the price because it has the additional cost, 
may increase the quantity of the raw material which 
28 bougnt. The total demand for the raw material 
is increased because of this additional feature that 
is attached to it. 

wR. ROSS: Well, I think in the main it 
has increased retail sales, It has done some good, 
too, because it has given the purchaser a more attrac- 
tive package when she is taking it home; the cardboard 
that is used is a better cardboard -- at least in our 
company -- and the cellophane is a better cellophane, 
SO when the purchaser purchases the item she has 
something which she enjoys escine, It has also a 
coating, and the freshness is assured. 

If our competitor has a similar product in 
a fancy package, our sales immediately start to go 


down, So we start to find a very attractive package, 
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It is awfully stupid, but that is the Wanye Live Lse 

COMMISSIONER MacKICHAN: What about waste? 

MAY AROS Well, waste is the biggest 
problem we have. This particular business of ours 
is a highly competitive one, and if a bakery puts 
out a new package tomorrow morning, I will have four 
in my desk in the afternoon that the sales people 
Bave put in, The salesman loses commission so he 
has less earnings. 

COMMISSIONER DRUMMOND: Speaking of 
wastage and better cardboard, does that tend to pro- 
long the freshness of bread? 

MR. ROSS? Vesw. Leaoes 

COMMISSIONER DRUMMOND: Does it tend to 
decrease the wastage? 

MR. ROSS: No. We thought that is what 
it would do, but it hasn't done ie. 

COMMISSIONER WALTON: Mr. Ross, I have 
noticed when I was in stores, self-service stores and 
chain stores, if you wish, and I have seen the bakery 
truck come up to the store, and he loads and re- 
arranges and takes, Is that true of every bakery? 


Do you pay any premium? Is there any competition -- 


or is this an unfair question to ask -- between 
three or four bakeries? What about your shelf space? 
MR. ROSS: Well, we don't reach them at 


ebsok We-don't pay form it. The salesman has the 


responsibility to take in outmoded merchandise of that 
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brand, and he brings that merehandise back to us, 


COMMISSIONER WALTON: Does the store 


allocate the shelf or the particular location? 


MR. ROSS: The best personality gets the 


best sales, 
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COMMISSIONER WALTON: There is usually 
a bakery section? 

MR. ROSS; Tes, chat ds CLOG. 

COMMISSIONER WALTON: It has been indi- 
cated to us that for some time there is incentive 
given, that 1% is very important that you get your 
product in the middle Shelf or close up to some- 
thing else, that you probably pay for the privilege 
of getting it. 

MR. ROSS: We don't do that, The old 
bread salesmen, of whcm we still have a- Few. ‘Chey 
Just cover up the competitor's bread. 

COMMISSIONER COUVRETTE: Would that be 
bread under your own brand? 

MR. ROSS: Ves. 

COMMISSIONER COUVRETTE: Do you label 
brands or organizations by their own labels? 

MR. ROSS: Yes, 

COMMISSIONER COUVRETTE: OU woe 

Ni ROSS: Yes. 

COMMISSIONER KIDD: You mean on the 
same shelf you could have Toastmaster bread? 

MR. ROSS: No. Well, that is vir- 
tual iy so) in the chains, yes. 

COMMISSIONER KIDD: In the chains? 

MR. ROSS: Yeas. There would be a sec- 
tion of what they now call a stencilled brand, which 
is a new name recently developed, and our own Toast- 


master brand, 
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THE CHAIRMAN: Well, Mr. Ross, we are 
looking forward to receiving the donation which 
you are sending to us, but I think this conversa- 
tion will help us to understand and appreciate it 
better. Thank you very much, 


MR. ROSS: Thank you very much, 


---Whereupon the Commission adjourned, at 5,10 pm, 


to resume at 10.00 a.m,, Monday, September TUS) 2 aig 
1958. 
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Mr. Lloyd Jasper 
Mr. H. M. Arbuckle 
Mr. Cecil Belyea 
Mr. J. A. Ferguson 
Mr. K. M, Betzner 
Nee Bids den 
Mr. Colin Brether 


Mr. Charles Milton 


Mr. George McCague 


Mr. R. Jardine 


-—— ee ee 


Immediate Past President 
General Secretary 

Economist 

A Past President 

A Past President 

Second Vice-President 
Editor of the Milk Produder 


Secretary of the Con- 
centrated Milk Producers 


Member of Executive 
Searetary-Manager é6f 


Tee Ontario Cream Prs4q- 
ucers Marketing Boare. 


THE CHAIRMAN: I will ask you to come to 


order, please. The first brief this morning is 


on behalf of the Ontario Federation of Agriculture, 


and this will be EXHibLt. No. 52. 


EXHIEIT NO. 52: Brief of Ontario 


Federation of 
Asriculture. 


THE CHAIRMAN: The brief will be presented 


by Mr. Lloyd Jasper, Immediate Past-President. I 


understand, Mr, Jasper, you have associated with 
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secretary, Mr. Cecil Belyea, Economist, Mr. George 
McCague, Mr. J. A. Ferguson, Mr. K. M. Petzner, Mr, 
Bild Tilden, Mr; Colin Prether, Mr. Charles Milton, 
and I understand these gentlemen are present, 

and we will be glad to have them take pare. in the 
discussion and questions after you have pres- 
ented your brief. 

MR. JASPER: Thank you very much, Mr, 
Chairman, Mrs. Walton and other members of the 
Commission: The O.F.A. now incorporated under 
the Ontario Companies Act is a federation of 48 
county and district federations of agriculture, 
ee commodity marketing boards and associations, 
four co-operative organizations including the 
United Co-operatives, and eight agricultural 
educational organizations including the Federated 
Women's Institutes of Ontario and the Ontario 
Junior Farmers Association. 

The O.F.A. speaks for the great majority 
of farm landowners in the Province of Ontario 
and seeks by all democratic and reasonable 
means to safeguard the social and economic 
welfaw of farm people represented by its member 
groups, 

The Ontario Federation of Agriculture, 
representing the organized farmers of Ontario 
welcomes any occasion permitting the expression 


Of its views on farm problems. In the matter of 
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rice spreads it sees in the present Royal Commission 
opportunity presented in its most glittering form, 
There is the promise, at least, that an attempt 

will be made to investigate the causes of the 
problems presented even if the cures Cemadtise pre 

tem, either too difficult technically, or else 
inexpedient politically. 

THE FARM VIEW: 

The appeal by farm groups for the establishment 
of the price spread commission was a strong one, 
Posibly it stemmed less from a comprehensive know- 
ledge of the marketing system and its costs than 
from a more superficial calculation of the 
difference. between what the consumer paid at retail 
and what the farmer received for the raw product 
at his gate. No farmer buying a steak on a 
railway dining car, for example, could fail to be 
impressed by the fact that the accustomed 10 per 
cent tip to the waiter approximated the warm 
fa6cuss Value per pound of the animal he “nad fed 
to maturity. No amount of economic rationalizing 
would convince him that somebody somewhere with 
more wit than capital invested in entrepreneurial 
activity wasn't making a financial killing. 

One might expect, therefore, that, in 
voicing his general criticism of the marketing 
System, the farmer would pay particular attention 
to the more dramatic examples of profit-taking 


and trust the commission to investigate less 
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Obvious manifestations. These expectations may 


well be realisediin this’ brief. 
Here are some considerations which 
influence farm opinion: 
ss Ontario farm cash income has tended to @ecline 
slightly during the period 1951-57, while farm 
net income during the same period has plummeted 
from $431.2 million to $322.0 million (- 33.9 per 
cent) (Di. Bisee 
tS. The index of farm prices of agriculture products 
(1935-39 = 100) has dropped from 296.8 in 
POI to 225.0 in 1957 (-) 3L04 per cent) (peB.se) 
tT, Annual consumer expenditure per capita on 
food in Canada has increased during the same 
eight-year period from $3,619 million to $4,810 
miutivon { 832.9 per cent). (DVB.555 
Ivii The farm share of the consumer's dollar as 
calculated by R. Perreault (Calculated from 
Table 1 of "Notes on Marketing Margins and Farm 
Share of Retail Cost, 1949-56" by Roger Perreault, 
The Economic Annalist, June 1957.) for 14 farm 
commodities representing 75 per cent of the retail 
cost of farm foods of Canadian: origin had 
declined from 51 per cent in 1949 to 45 per cent 
in 1956 ( ~ 13 per cent). 
- The index of average marketing margins for the 
same fourteen commodities (1949 = 100) by 1956 had 
risen 29.7 per cent. (Calculated from Table 1 of 


"Notes on Marketing Margins and Farm Share of 
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Retail Cost, 1949 - 56" by Roger Perreault, The 
Economic Annalist, June 1957.) 

Noting that these figures do not describe 
the precise nature of the disparity between retail 
and farm prices, they are enough to arouse 
the interest and suspicion of farmers and consumers 
alike about that mysterious economic domain ruled 
by the middleman. The farmer, however, is not so 
callow as to suggest that a middleman, by Gerini tien, 
is a person who performs unnecessary services 
at unreasonable cost. By and large, he appears 
to be satisfying consumer wants (if not needs) 
with considerable diligence at a price the 
consumer appears to be willing to pay. It is 
true that some are aided in the performance of 
want-satisfaction by the uncritical use of the 
Knowledge that a brightly-coloured box containing 
chances on a Cadillac, or a piece of sparkling 
third-grade silverware, and occasionally a 
product which really does reduce so-called house- 
hold drudgery is bound to meet with uninformed 
consumer acceptance until something more attractive 
comes along. In the main, however, the middleman's 
contribution to food selling has resulted in a 
wider and deeper penetration of the potential market. 
At the same time, the farmer would contend that, 
in recent years at least, the cost of whetting the 
appetite of the consumer for foods of better quality 


has resulted in higher prices at retail or a reduced 
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Share of the consumer's dollar at the farm, or 


both, 


As an instance of the trend toward wider 


margins, an examination of the real costs of market- 


ing based on the Perreault study of 14 basic 


farm-produced commodities is of interest; 


ee eee 
AVERAGE ANNUAL MARKETING MARGINS, 14 SELECTED COMMODITIES 
IN CONSTANT (1935-39) DOLLARS - CANADA 1949 & 1956 
Derived from Table 2 of above using 
"General Wholesale Price Index" as deflator). 


eee 


Commodity 


‘heat flour 

‘hite bread 

seef, blue brand 
Pork 

vhiexen 

iggs, A large 
fluid Milk 


reamery butter 


heese, plain process 


-otatoes 

fanned Peaches 
‘anned Tomatoes 
‘'anned Corn 
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If the figures in the above table present 
nothing more than an approximation of the real 
increase in spreads between farmer and consumer 


then the present investigation is in order, 


The clame for this situation is GAT IACuLt 
to fix. The farmer can say with assurance that he 
25) not responsible. His prices are declining. 
Representatives of each Step in the marketing process 
also will disclaim responsibility although exhibiting 
a tendency to point to increased labor eosts 
and the demand for new services as casual Cacrers. 
The consumer probably will admit to a degree of 
satisfaction with the new services but will alsovpoint 
to the facts that under modern supermarket 
merchandising conditions he asks for no credit and 
absorbs the hidden cost of delivery. Amid these 
protestations of innocence and the invariable 
insistence that guilt lies in some other quarter, 
the farmer continues to feel that the finger of 
Suspicion is pointed most often in his direction. 
Whether or not these feelings have any basis in fact, 
he is impelled, nevertheless to assure consumers 
that increased retail prices do not stem 
necessarily from increased farm prices nor do 
the two necessarily bear any relation one to 
another. 

Another dilemma in which the farmer finds 
himself arises out of what his attitude should be 


concerning the consumer's welfare. Economic 
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Philosophers tell him that he Should favour 

lower retail prices both for the sake of his own, 

as well as for everyone else's, pocketbook, 
Humanitarians, pointing to a billion undernourished 
bodies, glorify increased production. While 
weighing these sentiments, the farmer remembers 
that, because of the Sticky nature of marketing 
costs, farmers in total normally enjoy tetter 
financial returns when yields are around the average 
than when crops are bumper. He views with wonder 
and envy the logical way manufacturers generally go 
about the tailoring of production to equate 

as closely as possible with demand. He wonders which 
will yield him more income, consumers buying 

more food at the same prices, marketing margins 
remaining relatively fixed, or buying a little less 
at higher prices, Probably the latter situation 
would give him a bigger share of the consumer's 
dollar even if the fellow in between did charge a 
bit more for services. Should his first concern 

be to better the ultimate consumer's level of living 
or his own? Or, can both objectives be accomplished 
Simultaneously? As if in answer to these somewhat 
emotional thoughts, learned voices are instantly 
raised to tell him that unless and until he can 
control production, or marketing, or koth, he had 
better forget about wanting to have a say about 
price, At this point he turns in despair to his 


Organization, which assures him that through farmer- 
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A) 
| Owned co-operatives and producer marketing boards 
he ican influence-his prices, can control move- 


ment to market of his products, can, through 


integration of functions, diminish margins, 
Pondering these assurances, he hopes the development 
of market power from the bottom up will be accepted. 
THE STATISTICAL VIEW: 

In the foregoing statement of farmers! 
attitudes and suspicions concerning marketing margins 
it must be admitted that the Supporting evidence 
has teen largely of an unrefined character. This 
difficulty pervades the whole field of investigation 
into price spreads, Published information is 
not merely scanty; it makes no claim to be more than 
relatively accurate. Beyond question, the ultimate 
answers will be found through intensive research 
using cost accounting methods. 

Nevertheless using ihe statistics at hand 
it is possible to come to some rough approximations 
of trends in consumer spending and the influence 
of these trends on the farm share of the 
consumer's dollar. The rise in consumer expenditure 
on food between 1951 and 1957 was noted earlier 
(up 32.9%). Between 1949 and 1957, consumer 
expenditure on food climbed from $2,887 million 
to $4,810 million. This rise has been caused for 
the most part by the increase in Canada's 
population betven those years from 14,009,000 to 


to 16,589,000. Reducing these food expenditures 
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tO a per capita basis we find that the actual 
expenditure on food per person rose from $215 

in 1949 to $290 in 1957, an increase of 34.9 per 
cent. The food component of the consumer price 
index (1949 = 100) for the same years climbed 
nore modestly by 18.6 per cent. This indicates 
that, in relation to the 1949 market basket, 

the average consumer was consuming food either of 
better quality or in Sreater quantity and probably 
a combination of both. (NOTE: It might also 
indicate a marked rise in food expenditures in 
public and institutional eating establishments. 
An estimate by trade associations representing 
the catering industry places the total volume 

or food sales by that industry at $750 million 

in 1957. It is also estimated that 28 per cent 
of wholesale food purchases in 1957 were made 

by public and institutional eating places. The 
rise in the major sector of this industry is 
given by the retail sales figures for restaurants 
which stood at $438 million in 1951 and had gained 
to $520 million in 1957, an increase of 18.7 
percent, This percentage rise, however, matches 
almost exactly the percentage increase in 
Population and hence is insignificant. Any in- 
creased tendency for Canadians "to eat out" must 
have occurred in the institutional sectors 
(schools, hospitals, employee cafeterias etc.,). 


It is unlikely that expenditures in this area 
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account for a significant part of the increase in 
food expenditures. ) 
TABLE 2 


| 


QUANTITIES OF SELECTED FOODS PURCHASAFLE WITH ONE HOUR'S 
INDUSTRIAL WAGES, 1939 and 1944 - 57, CANADA 


a 


YEAR BREAD MILK PUTTER ROUND BACON EGGS 
; STEAK 
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939 5.2 4 4 za Pe ee 4 
gu, ed 6.9 iges ibae pea ivge 
945 eae pe 1.8 aie 1s 15 
gh6 oe! aT ile it, ee Py 
47 Vs IS Ss 0 ile es 
948 ones: sry dap slice) cma +s 
949 6.7 5.5 TS 145 ieee LG 
950 ony, ey TocF ie: 1 1.8 
351 6.8 6.0 ery Pee ee 1s 
352 Te 6.1 2.0 Ok 19 2.2 
353 (ora 6.4 Buna: LS pas 2.0 
154 25 67 eee 2,0 ties 2.5 
155 awe 6.8 eee Dele ls pe 
56 7.6 egal au 2 6 ESO 2.4 
57 Ted Tek ee a Le ee 


The next question-is, what part of 
the per capita disposable income did food expenditures 
make up? In 1949 food expenditure accounted for 
e4.4 per cent of disposable income, close to the 
long term average of 25 per cent, while in 1957 
they accounted for only: 22. (~per= cent o" Sucnsa 
decline would seem to indicate that as well as 
buying more and better quality food, the consumer 
bought at bargain prices relative to his ability 
to pay (See Table 2). These benefits to the 
consumer are reflected in the previously noted 
Substantial fall in the index of farm prices 


Occurring over the 1951-1957 period. During this 
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Same period the real costs of marketing rose 
and, undoubtedly, have continued to rise. 

VYorreeapitulave. the SLeNiLTicance oT 

these data, if they present the Situation with 
reasonable accuracy, is as follows: 

1. A portion of disposable consumer 
income remains available for greater 
expenditure on ‘aay - presumably 
equivalent amounts at higher prices. 

2. The net effect of increased marketing 
margins has resulted in a reduction in 
the farm share of the consumer's dollar 
and relatively insignificant increases 
in the consumer's food price index, 

The crude approach to the Dice spread 

problem seldom yields rewarding information. What 
is required, if test results are to be obtained, 
are studies on a day-by-day, crop-by-crop, year-by- 
year, store-by-store basis. We need studies on 

time and motion, transportation and delivery, 
Optimum firm Size; we need to examine the effects 
of credit extension, merchandise exchange, special 
packaging, bonuses, draws, gift stamps; we need 

to Know how prices are actually determined under 
the prevailing conditions of imperfect competition, 
We need to explore all manner of technological gains 
and discover as well relatively painless means of 
introducing these gains into the marketing system. 


Where do such Studies exist? In Canada practically 
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“nowhere, To the best of our Knowledge, virtually 
the only detailed study of marketing margins is 
some work begun by the Farm Economics Pranch of 
the Ontario Department of Agriculture a short time 
ago and covering, in particular, foods which move 
intraprovincially with little or no physical change 
from farm to consumer. Tables Showing the results 
of this investigation will appear in the brief to 
be presented later by the Province of Ontario. 

In commenting on these tables, the OFA 
strongly recommends that they be studied carerully 
by the Commission and that a concentrated effort 
be made to collect and study similar information. 


While not being in a sufficiently informed position 


to criticize the operations represented by the 
figures in the tables, we have been struck by the 
rather wide fluctuations in margins occurring both 
at wholesale and retail levels in some commodities, 
the seemingly large retail margin in certain cases, 
the apparently unrelated movement of prices at 
different stages and the relatively stable margins 
in the case of products under Government price 
Support. In some cases also, there is apparent 
evidence of the conventional pattern of low, 
fluctuating prices while the product is in the 
"weak" farm position, followed by stronger, 

more stable prices when the product moves into 

the control of "stronger" hands. 


On behalf of poultry producers we should 
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like to draw particular attention to the 

violently fluctuating margins in egg marketing 
both at wholesale and at retail. Egg marketing, 
in particular, presents a situation wherein the 
wholesaling function is becoming much less 
important in the marketing system. It is said 

by some authorities that the bulk of eges sold 

in Ontario proceed directly from producer to chain 
store under contract at a price which is related 
to the Toronto Wholesale price, If this is SO; 

it is particularly important that the Toronto 
price reflects supply and demand conditions 
accurately. Can this be so when prices are obtained 
from jobbers who may actually handle a very 


small proportion of total egg supplies. 
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The concentrated milk industry appears 


to offer an area of investigation worthy of the 
attention of the Commission, 

From the standpoint of producers (rep- 
resented in Ontario by the Ontario Concentrated 
Milk Producers Marketing Foard) the fundamental 
eonsideration is’ the low-level of return for their 
milk. The producer is convinced that the Spread is 
sufficiently wide to Justify a higher producer 
Pesurn, and possibly, in some instances, a lower 
consumer price. The producer price 1s now, and 
has consistently been below an established average 
cost in Ontario of Producing milk for concentration 
purposes, 

(a) Evaporated Whole Milk. 

Milk for evaporation in Ontario is 
Durchased at a negotiated or awarded price per 
100 pounds of milk containing 3.5% butterfat, 
f.o.b. plant. Out of this price the producer pays 
farm to plant transportins costs which average 
around 23 cents per hundredweight, 

Current retail prices for evaporated 
milk in one-pound tins range from 2 tins for 29¢ 
for chain stores! own brand, to 2 tins for 35¢, 
averaging about 16¢ per tin in Ontario. The 
cost of raw milk per 100 lbs at the plant is 
$2.96, On the basis that 110 lbs. of milk are 
required to produce one case of 48 One-pound tins 


of evaporated milk, the calculations are as 
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Retail price per case (48 tins <@ 16¢ etuS? 68 


Cost of 110 lbs of raw milk at plant 


(170) x 2.96) ~ $3.26 
100 
Total farm retail spread per case - $4.40 
The whelesale price per case for 
Several months past has been - $6.30 


(b) Evaporated Skimmed Milk (2% BeF.) 

In considering this Product, stihe 
attention of the Commission is directed to three par- 
mreutar facets: (1) the raw milk for this product 
is exactly the same, quality-wise, as that 
purchased for evaporated whole milk, (2\e trie 
price is established on exactly the same basis; 

j and (3) this evaporated product has a low fat 
content. Approximately 125 pounds of raw milk 
are required to produce 48 tins of this evaporated 
eet dk, 

The average retail price for this 
commodity can be taken as slightly less than for 
evaporated whole milk - about 154 ¢ per tin. 


Thevycaleulationssars as follows: 


ierait pricewperscass. (10) %215,5¢)) nen G7 out 

Cost of raw milk (125 x $2.96) - 63.70 
100 

Total farm retail spread per case Doe pe 


The wholesale price per case is aroundS6, 30 
The significant feature about the 
Production of evaporated skimmed milk is that, 


While 3.5% milk is purchased, much of this fat is 
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removed, The fat content in a case of 8 tins 
amounts to 15.36 oz. The fat content in 125 
pounds of 3.5 milk is 69.9 oz. It would appear 
that there remains for disposition by the 
processor about 54.5 oz. of butter fat, which, 
at present market price of 64 cents per pound, would 
have a value of $2.18, This amount, added to the 
farm-retail spread for the case g00ds..0f $3.74. 
makes a total spread on 125 pounds of raw milk of 
around $5.92. 

who benefits by this nugget of "found" 
butter fat, the consumer or the producer? Producers 


would like to xnow. 


(c) Evaporated Partly Skimmed Milk (4% BL.) 
Se rey ex immed Milk (42 BeP. ), 


| LGeES Lory in, the.cage of partly-skimmed 


evaporated milk is precisely the same as for the 


| 
previous example except that the butterfat figures 


are slightly different. An unaccounted-for Sone 
Oz. of butterfat represents an additional 
return of $1.57. This added to the farm-retail 
margin of $3.74 per case makes a total spread of $5.33 
for 125 pounds of raw milk. 
The wholesale price per case of 48 
tins is about $6.30. 
(d) Dry Whole Milk Powder. 
The retail price of this product ranges 


from 79-85 ¢ per one-pound tin. At wholesale the 
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poiee- per cin is 68 ¢, - in barrels the price is 
about 40 ¢ per pound. The present producer price 
for raw milk for whole milk powder is eyo? 

per hundredweight,. 

Since 100 pounds of ray milk converts 
incor 12 pounds of powder the farm value of milk 
going into a tin of powder is 24,3 cents. Thus the 
farm-retail spread per tin ranges from 54.7 cents 
to 60.7 cents 
(e) Dry Skim Milk Powder (inetent) 

Here again butter enters into the 
calculation. The current producer price for raw 
milk going into Skim powder is $2.80 per hundred- 
Weight. The retail price for spray process instant 
powager is about 41 cents per pound. One hundred 
pounds of raw milk converts intony7..o pounds 
of powder and 4.2 pounds of butter. 


Calculation of the spread is as follows; 


7-8 lbs of powder @ 41 ¢ = ime 220 

ye butter @ 69 ¢ = S280 
Retail value of product S410 
Cont of raw mitks...... $2.80 
Farm-retail spread..... $3.30 


The wholesale price is approximately 
34.8 cents per one-pound box. The Commission will 
appreciate the difficulty faced by producers in 


attempting to secure accurate retail prices over a 
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number of years. Accordingly, only current figures 
are given, Conceivably the calculations made 

might benefit from more accurate observations, 

but not to the extent of Substantially changing 


the results. 


REDUCING MARKETING COSTS AND MARGINS 

Producers generally believe that the 
recent increases in marketing margins have been 
due to profiteering. In the absence of comprehensive 
research into marketing margins, the OFA 
eagerly awaits the findings of this Commission on 
the question of whether current margins indicate 
exhorbitant profit-taking. It should be stated, 
however, that, just as there are wide variations in 
efriciency in other pbhases of our economy, so also 
is it extremely likely that uniform Cit Te leany, 
wil? be Tacking in most links of the marketing chain, 
Even the most efficient operators, if the incentives 
were great enoush, probably could find means of 
cutting costs. Nevertheless, there is good reason 
for advancing the idea that reduction of DEOL. US 
is possible. 

Profit-taking, quite naturally, is apt 
to be greatest where there is a large element of 
risk. This explains why the farm share of the 
consumer's dollar is often smaller for perishable 
commodities like fresh fruits and vegetables. 


~~] To mention one example, growers of peaches for the 
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fresh market up to 1954 had complained for years 
about the large profit margins of middlemen 
handling their crop. Yet, from the dealers' stand- 
polns whe conditions in, the industry were so 
chaotic that the risk could only be assumed if 

the profits were substantial. In 1954, the 
Ontario Fresh Peach Growers! Cooperative was born. 
Almost from its inception improvements were 
attempted and achieved. Quality began to improve, 
markets were widened, dealers! marzins were 
Stabilized (at their request!), farm returns 
improved. Within a couple of short years, the 
Cooperative felt ready to assume virtually all 
risks due to deterioration. 

The error committed here was that the 
Cooperative still lacked the nower to police the 
dealers. An outbreak of peach stem rot did not 
stop dealers from marketing peaches without 
verard Tor potential quality deterioration. The 
result was that the Cooperative had to take back 
targe quantities of fruit and shoulder a heavy 
financial burden - a burden which quickly spelled 
Mion.ton the plan in its. orleinal forms, Yet tne 
principle was sound. If the Cooperative had been 
able to exercise more control over the crop, per- 
forming the dealer function to a greater extent, 
disaster mizht have been averted. Risk assumption 


of this kind over the long term might prove very 
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profitable as well as making possible 
quality control and greater market penetration. 

The principle as applied to peaches would 
seem to have fairly wide adaptability to other 


perishables produced for the fresh market. Also, 


there exists the possibility of surplus ‘elimination! 
for crops having extremely variable Yields pus 
where acreaze remains relatively unchanged. Similarly, 
marketing arrangements which provide for price 
negotiation prior to harvest possess. the 
advantage that the farm share of the consumer's 
dollar is at least maintained at fairly constant 
Leyels, 

While on the subject of producer 
marketing plans, one other point should be made. 


The charge has been made that the marketing fees 


SR 


levied by producer boards somehow add to the price 
Spread and, hence, increase the price at retail. 
The OFA would deny this charze very vigorously. 


The term 'price spread' is used normally in 


ee 


expressing the difference between prices for 
equivalent units of a commodity at the farm gate 

and at the retail store. Like cooperatives, producer 
marketing boards are extensions of the farm 

business - the farm gate becomes an agency desk. 

The azency is hired by the farmer and is paid 

like any other farm employee out of the 


farmer's own pocket. As has been mentioned prev- 
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iously in the case of the fresh peach cooperative, 
attempts to reduce dealers! marzins seem to have 
been successful, thereby tending to reduce 
total marzins. 
As for the criticism that consumer 
prices are increased, a case could be made for 
the position that the long-run effect of producer 
boards has been to iron out Place Tinctuations bi 
in addition, some success is achieved in improving 
quality and in reducins middlemen's margins by 
accepting risks, then the retail price position 
may well be improved in the consumer's favour. 
Another means of reducing profits in 
marketing is through vertical integration of 
two or more steps in the marketing process. As 
mentioned previously, this has become a common 
practice in the marketing of ezgs throuzh the 
large retail food chains which combine, in some 
instances, the steps of transportation, ecandlin = 
and grading, packaging and retailin,. If, however, 
kind of prozram becomes too centralized it is 
possible that extra transportation and handling 


costs may lessen efficiency to some extent and 


th 


tend to increase the selling prices at points distant 


from the central supply warehouse. 
necomnizing thal rislorcties ao vercep 
into the procurement side of highly centralized 


Operations, we suggest that chain stores review 
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their procurement policies and consider 
whether greater flexibility with regard to 
purchases of locally-produced farm commodities 
might not have the effect of decreasing total margins 
and work to the advantage of all concerned. 
INCREASING EFFICIENCY IN MARKETING: 

tiie 2S A “tOpiG which the morercon= 
servative-minded mi_ht prefer to leave to fate, 
believing that competition in some inexorable fashion 
will eventually work out the answers to everyone's 
satisfaction. We prefer to believe that modern 
research methods were designed to speed up this 
process and to keep se.ments of the marketinz system 
from wandering into wasteful blind alleys. Research 
tools can be employed at every stage of 
Marketing and production. We suggest that the 
fpiniate-answers on sales route duplication, advertising 
Conve, tavyour of physical Tracilities,; Locavion 
Of premises, packaging and a host of other technical 
questions have yet to be found, Particularly, we 
need £6 know if fancy packagine sells more, 
Plote2s Total product. 

Speakin, of packaging reminds us that 
consumer education is an important enou-h matter 
to warrant much greater public attention. In the 
appendix to this brief will be found a pertinent 


article by Charles V. Neal, Jnr., a noted Family 
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Financial Counselor for a New York newspaper. 
In it he speaks of how consumers confuse sroceries 
with luxuries and then blame the farmer or the 
Brocer, He points especially to the large proportion 
of non-food items which appear on the family 
grocery list. These items incidentally, aseiu i 
appear as groceries in figures compiled by the 
D.i.S. on food chain sales reports owins to 
Vie *presenuedveticulty of obtaining differentiated 
returns from the chains. 

Owing to the increasins prominence of food 
chains in the food sales picture, we should like 
to express some views on this subject. 

From time to time, the pessimists among 
uS express deep concern about the manner in which 
the modern chain supermarket has gained an 
increasing share of the total retail food market, 
Some estimates place this share in the Toronto area 
at about 70 per cent. The exterior attractiveness 
of these outlets, the almost carnival atmosphere, 
the clean, orderly presentation of an unending variety 
of foods shaid bring customers and does. The 
producer and the processor could hardly wish 
for a better sales environment. Yet, there may be 
flaws. Is it possible that as competing giants 
strive for volume by means of mid-ways and expensive 
sifts that normal price competition will play a 


less important role or else be employed in 
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spectacular and ultimately price-destructive 
ways? A relatively small, short-season crop 
misht be used as a loss leader by a single larze 
chain forcing Others to follow suit. If a producer 
mMarketinz organization existed with Strenzth enoush 
to hold the producer price line, the outcome for the 
pPeoovcer Tisha wiow be. serious == might, aa faces, 
lead to increased sales, With no stronz producer 
boards, however, the results might be disastrous for 
all. Fluctuating prices might lead to consumer 
indecision and, over the long term, fewer sales. 

In other words, the horizontal integration 
SO typical of food chain srowth which undoubtedly 
leaas to more efficient overall operation may one 
day reduce the number of competins firms to a point 
where the search for greater efficiency i within 
the operation may become much less of a crusade. 
As a means of off-settin. this eventuality, we commend 
the federal zovernment's proposal of making 
credit available to improve the efficiency of small 
businesses. As these smaller enterprises become 
pone erricient Jf 1s almost certain that. the total 
food marketin, bill will decline. It is unnecessary 
to ada that, for the same reasons, business improve- 
ment credit should be made to firms at all 
levels of marketing. 
CONCLUSIO |: 

In its submission, the Ontario Federation 


of Azriculture has honestly endeavoured to voice 
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the views of the farm people it Seprecenus. SL 

is our sincere regret that more of the concrete 
Kind of information requested by the Commission was 
unavailable. Although only two of the procucEs 
(eggs and concentrated milk) for which producer 
boards or co-operatives have marketing responsibility 
have been mentioned in this brief, we expect, thar 
other member bodies of the OFA will be presenting 
Submissions on other occasions. The briefs pres- 
ented recently by Ontario farm co-operative zroups 
have the complete endorsement of the Federation. 

A word should be said, also, in commendation 
of the federal government's quick action in 
establishins the Price Spreads Commission. The 
government is to be congratulated on its choice 
of experienced, qualified Commissioners. We have 
high confidence that the findings arising cut “oF 
Your anivestications will Tift a vell from ‘an 
area of public concern which has been too long 
in almost total darkness. 

In summary, we believe that the following 
Will sug est some of the several fields of 
investigation into which a study of price spreads 
can be divided: 

i, ‘Producer marketing costs; 
e. Wholesaling, Jobbing and brokerage costs; 


ta) DUpLicationmor (distribution services; 
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te Er vees diecoveryuat farm, wholesale and 
retail levels, especially the causes of 
violent seasonal fluctuations in farm prices 
of products such as ezgs; 


Da. BLeaenprotl te at manufacturinz, wholesale 
and srevaditlevels including the Invest ication 
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APPENDIX: 


THE HIGH COST OF LIVING! 
Ey Ona hose Neal, uth 


(Family Financial Counselor for a New York Jewspaper) 
ee ee eS nee ee Ot oe CWE Or Ne we peavey 


The cost of eating is not the budcet— 


wrecker some people claim. My grocer swears that 
people could cut their grocery bills by one-half 
without sacrificing taste, nutrition or satisfaction. 
Fefore weaeo orf onsanother witch hunt to 
see whois getting our food dollars, let's look at 
a few facts. 
What passes as a food bill quite often contat 
all sorts of inedible odds and ends. 
I just now checked our own week-end order 
(part of a week's purchase), which totalled $19.70, 
delivered. Only $14 went for food; the rest of 


the money was for ci.arettes, shampoo, napkins, 
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toothpaste and paper towels, 
Also, $1.50 of the $14 was spent on cat food 


Our own food cost came to $12.50. 

I dug a little deeper into our eating 
mysteries' and discovered that we had purchased a 
frozen pie and a box of instant cake mix. The 
srocer confided that flour just doesn't sell any more, 

He also reminded me that our order contained 
expensive, out-of-season items. 

Our meat order was carefully wrapped in 
cellophane and neatly cut for eye-appeal. 

We bought five pounds of potatoes in 
transparent wrappings. You can buy them for less 
than half the price in 100-pound sacks. 

My conelusions came to this: 

1. People confuse 2roceries with luxuries, 
and then blame the farmer or the 2POCEr: 

2. Our tastes are running more toward 


fancy wrappinzss and less toward nutrition. 


3. We don't bake and use flour, so we pay 
a price, 

t We don't.order in quantity. 

bs We want our food frozén or otherwise 


processed and must pay for it. 

My point is this: you are spending a creat 
deal of money on things which are ‘optional', and 
may be blaming the leak on necessities. 


This '‘optional' personal choice spendin, can 
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30 many different places. You could use it to pay 
Off debts, or you could save it. 

The decision is entirely yours; I just wanted 
to prove that the grocery bill is elastic and 


that the farmer and grocer are not the real Vue ae 


THE CHAIRMAN: Thank you very much, Mr, 
Jasper, Wwe will have some questions to address 
to you and your colleasues. Dr. Drummond? 

COMMISSIONER DRUMMOND: Mr. Chairman, I 
have followed the brief more or less.as it was 
Peescuved.= tere are~twuo points © would eS pecially 
ike to eoncentrate on, First, on Pace 2, the 
headins No. 3. It appears to me that there i Mea 
be a slight correction required, It says: "Annual 
consumer expenditures per capita on food an 
Canada has increased from $3,619 million to $4,810 
million.” The words “percapita™ seem to be in 
error: 

MR. JASPER: Mr. Chairman, may I refer 
that one to our economist, Mr. Felyea? 

MR. PELYEA: You are quite right. "Per 
Gaguve “should nog ve an there: 

COMMISSIONER DRUMMOYD: On Page 3 near the 
top you state that the cost of whetting the 
appevite of the consumer for foods of better quality 
hag resulted in higher prices at retail. I wonder 


So we coulda have ‘a little bit of clarification on 
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MR. BELYRAY “This is a contention on the 
part of the Organization. It may be borne out by the 
fact that the index on food indicates that the 
consumers price index has risen about 18 per 
cent and that the marketin. margins, the real costs 
of marketing, as demonstrated by this table, seem 
to have increased in terms of constant dollars 
more than they should have in ordinary circumstances. 
This table was produced by the actual marketins 
mareins discovered by Perreault in his arvicile in 
the Economic Analyst by the general wholesale 
price index, 

There is an example there given by Hillhouse 
and Shroeder in their report on marketins margins, 
itot Just trying “co show shat marketing margins 
have increased to a greater extent, more than 
the rise in the general wholesale price index would 
warrant. 

It might be interesting for me to add as 
well that in studying the nine commodities that 
were studied by Hillhouse and Shroeder in their 
marketing margins report, the one that came out 
in about 1950 or 1951, from the period, 1955 woo 
1939 the marketin; margins remained relatively 
constant or actually declined in some instances. 
fn the period 1949 to 1957 these marketing margins 
appeared to have risen substantially. All of 
these extra services, borne out by real changes 


in marketing margins, seem to have been made at 
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the consumer's expense and the farmer's expense, 
2 Wonder LP Sha t: eta Satisfactory answer? 

COMMISSIONER DRUMMOND: The thing that arose 
my curiosity were the three words "of better quality". 
You say “whetting the appetite of the consumer for 
things of better quality". I wonder if you thought 
they were whetting the consumers* desires for 
something other than quality as well? 

MR. FELYEA: I was thinking there when you 
said "better quality" you were thinking of the 
tendancy for consumers to increase their consumption 
of the protective foods rather than cereal. Cereal 
has declined and meats ana dairy products and 
vesetables all increased pretty substantially. 

COMMISSIONER DRUMMOND: On the next paze, 
Page 4, at the middle: "Increased retail prices 
do not stem necessarily from increased farm prices 
nor do the two necessarily bear any relation one 
to another.” Does that sugsest that the retail price 
and the farm price are, on the average, not 
hecescarily related at all? 

MR. FELYEA: Well, sir, we seem to be somewhat 
ava Qvsadvantaze here, Wwe refer later on to 
a table, which will be presented by the Ontario 
Department of Agriculture, the Province of 
Ontario actually. Later on there will be a table 
filed by the Department of Agriculture. Wwe seem to 


feel that in that table there is pretty clear 
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evidence that retail prices certainly do not 
reflect consumer prices, I will put it the other 
way around -- does not seem to be a relationship 
which one would like to see, 

MR. JASPER: In other words, if I may 
interrupt, I think we have seen farm prices go down 


and the price to the consumer LO. i, 
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elo 


COMMISSIONER DRUMMOND: If I may turn to 
what appears to me to be a very fundamental point 
which you have made in the brief, you have stated at 
page 11 of the Volume, 

"Producers generally believe that the 

"recent increases in marketing margias 

"aave been due to profiteering", 

In addition to this, you have indicated Poche 
two or three points that if cOfipetition, as ordin- 
arily understood, has not already disappeared, it 
is at least running the danger of virtually dis- 
appearing in the very near future. 

It seems to me these two thoughts are 
related in your minds, 

NOW, weLest of 41] .. I wonder: 1f any Of. you 
would care to venture an Opinion as to why you 
believe that the increase in marketing margins is 
due to profiteering, Have you any additional 
factors you would like to Suggest apart from what 
has been stated in the brief? 

MR, JASPER: I would like to ask Mr, 
Betzner to speak to that, 

MR, BETZNER: This, of course, is 4 
difficult one to prove, but I think that on page 11 
where you refer to it, we are dealing pretty well 
with the milk products. I do not know whether 
fortunately or unfortunately with experience of 


being an arbitrator in one of these cases -- it 
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certainly is a fact that after two or three succes- 
Sive reductions in the price of milk to the con- 
céentrated milk producer, in none of the three re- 
ductions was there a reduction in the wholesale or 
retail price to the consumers, We asked is there 
any assurance this will mean a reduction to the 
consumers, and we were flatly told it Would Hot, 1 
think there is a very concise example. 

The price of these commodities has Stayed 
very stable through a great fluctuation since 1951 
to the present time, and yeu the retail price and 
the wholesale price have remained relatively stable 
with very, very little FAUST VAG hon 

COMMISSIONER DRUMMOND: Having arrived 
ae 2 ¢onclusion the price is not perhaps what it 
Should be, or that there are possibilities of in- 
ereasing it for reducing the profit margin, the 
evier at the end Suggests possible ways whereby 
profit might be reduced and the Spread narrowed 
thereby, Perhaps the most important suggestion 
made here is that there be nore action of various 
types by at least some body, affecting this end, 

Now, is it a fact in the case of the 
commodity you have just referred to, namely con- 
centrated milk products, that the price situation 
you have just described is as it is despite the fact 
We already have a Board operating? 


MR, JASPER: I would like Mr, Tilden, 
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President of Concentrated Milk Producers, if he would, 


to speak to that, 

“HR, TILDEN: In that connection we have 
@ Board, Ontario Concentrated Milk Producers, which 
does negotiate for minimum price, We have rep- 
resentatives who meet with representatives of their 
people, and we try to iron out prices, If we can- 
not come to an agreement, we go to a form of arbi- 
tration, 

During the last eighteen months we have 
been in eight or ten arbitrations, At the first, 
the price went up on a number of occasions, At 
that time there was a Shortage of Supply, and of 
course now the price in the last arbitrations has 
been reduced on several occasions, 

I think the point lr, Betzner brought 
out, the price of case goods is not consistent as 
our price, due to arbitrations, has been reduced, 


MR. BELYEA: I think, Mr. Chairman, 


boards may have the effect of reducing margins, but 
whether the fact is in a particular case they have 
not been so effective, I think the answer to 


that question, as far as producers are concerned, 
is that the agency type of marketing which takes 
a greater control over the product and follows it 


through to higher stages in the marketing process 
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Cone 
of marketing board, 

In the final analysis, the negotiating 
type plans have to rely on what the arbitrator awards, 
whereas the agency type of board igs in a stronger 
position and can do ever so much more, 

COMMISSIONER DRUMMOND: I wonder if 
lir, Betzner, with his experience, would care to 
comment in regard to some of the special difficulties 
that the different negotiating boards actually en- 
counter, 

MR, BETZNER: Liat Ts certainly evident 
in the case of these boards of arbitration which 
are set up in the case of the concentrated milk 
where they appoint one, the processor appoints one, 
and the government appoints a chairman, This type 
of board has no authority for investigation into 
the profit margins or the operating costs of the 
processes whatsoever, 

Now, if you go to the different type of 
board, such as the liilk Industry Board of the Province 
of Ontario, they do have powers to investigate, but 
in this type of arbitration, the arbitrator repre- 
Senting the producers have no means of availing 
themselves of the cost of Dperav Lon Or Of Cdreuri = 
bution, You have to take only what is given to 
you by the arbitrator representing that side. You 
have no authority to investigate, and it does place 


you in a very inopportune position knowing the cost 
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On one side, and not knowing the cost on the other, 

COMMISSIONER DRUMMOND: In view of your 
comment, lir, Belyea, regarding the agency type and 
negotiating type of board, and again continuing 
our discussion, it would seem at the outset that 
Something might be hoped for if the producer boards 
took on more of the marketing functions. Would any- 
body care to pass a view in respect to that? 

MR, TILDEN: After having experience for 
quite a number of years, it is a matter of setting 
minimum prices, We begin to wonder if there is 
Enough strength -- if we can be effective enough 
by simply setting the minimum prices, So many 
things enter it; the matter of Stocks, for example, 
It is an extremely Strong argument when you Zo (to 
an Arbitration Board, Our stocks are higher today, 
yet the strange part of it is, despite the fact the 
argument always is puomeneheoceacons) Side, and we 
cannot see why if they want to get rid of stock that 
they do not do it and get the product moving. We 
do not think it is particularly healthy that that 
Should be the argument. 

MR, BETZNER: I think there are cases 
where the producers are SuSpicious of the handlers 
in cases where the legitimate cost may be greater 
than the producers realize, 


I was amazed to hear that the tin which 


holds a tin of evaporated milk cost 115 per cent 


Pa te POR 


Mit 


— & 
as 8 BY 


AnEWOM: 


watt Sie Wb 


Cupra BAMOZERRTOIOS 


= 


Tote rik WETE LOL 
7 ; 
DUR Gad: YOR Si St PLaEe oT eo sel ah) g SOS 
7 =e ; u 
5 7 . ¥ zn ® ° 1 
Aa oativoe obsae 20a se Tere Re ey civelic 
aid teeeue (ofd~ Fe Ose ines oe ,ouLesunal> Ine. 
) = 
athe ~~ i a. " ’ : { 
tesod. adovhote sitvhr Sea pegar ® GSie ahinvoges 
7 
; r 
are Diuey co Lt ood, Set seats ote: f "on 79 asad 4 
eit Oe eet he « re! - pot > 
- , . - * ip 7 = P ov 
Se: 44 ina yee ch. WoL sea, O2 23G hod | 
Ce 
' 
Meant Sis Kirra “160s PRT «he : 
q S57pen B ef af ,Steey <P Sane of seep 
7 
it SLGow nies et: agolsy mumses a 
} 4 Ane? i sae 
wo Sates & : PaO tia BROS ¢ 
ofte o Sa a on " = ¢ 
HBB! otEN as 248 $ iamte. xd - 
= ed = é & 
7 
Pines ter. (FEN as Ie $29 (0h nedts ein 
- dale —< pee g An, Se ‘ 
a : $ » 
f) Pe STE = : ¢ Bi CTs 8. Oe 4h 
ns Te ta tee Sa * < 
é 4 
py oben Be ‘ ats. ft) yeu tisrs inn. 26 
EGY Mea a 
=k + 
are SH a - *y ec} DNS Ty ange SHY 
* 
os Ff lo Pent cow et al iStWwEEe 
aH 5 
Sa 7 ae 2W at Ss Gye, 94 Snuteg 
ae eee > = 7 
7 >) . a rata 
193 ae ef. Ae ‘a oS = Leal ve Wee ty ’ al . nae 
Ee j/ 08 itmaneiciaa fi 32 333 Jan oo 
Poh — we be al . 
.jpeegis ait ad bioone 
a —_ 
. . ae : 
24eco Sag sted lal I : HST 
r ’ —— , 
. ‘ 5 Ay *- «Me = P gl 
wii big Six soLehguye Vax ssoorhosz ans, ¥> 
a 
to: BOSS 2), L8M ANS sigiiJinet e012 vraxht o98Ge. 7 
_ 


ads oom kd sib 7st lca av : 


giGwa ooo 


ANGUS, STONEHOUSE & co, LTD, 
TORONTO, ONTARIO 


2524 


of the cost of the product that goes into 0, That 
is an amazing statement that the container of the 
products is 115 per cent of the cost of the product 
ene. 1G) 8 holding, and if that is legitimate, the 
price will be certainly greater than the producers 
would anticipate, I atin certainly not Saying that 
is the case, but that is what is given to us, 

COMMISSIONER DRUMMOND : You suggest 
that there is need for that type of information, 

Is there no Co-operative milk processing plant in 
Ontario? 

MR. JASPER; Yes. May I refer that 
to Mr, icCague? 

MR. MceCAGUE: In the co-operative move- 
ment that we discussed on Friday, we feel we should 
continue further and to various lines of processing, 
In the case of the sale of milk powder from retail 
Stores in cans, we are NOt 2G. this Gine engaged, 
and it is one of the misSing links in the chain of 
our operation which we think is serious, and I an 
Sure that the commodity Zroups feel we can help each 
other a great deal in arriving at where costs should be 

I donot know whether this is the place to bring 
up the point of the Soft Wheat Growers of Southern 
Ontario, where they have been negotiating for a 
price, and have asked United Co-operatives to act 


aS their agents. They are looking after the operation,a 
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the other group in that instance is the price 
negotiator, which is a very useful set-up, and 


one that I think could be made much more useful 


in the case of dairy products and co-operative all 
working more closely, and probably completing our 
operation to a point where the producer does go 
directly to the retail Store, 

COMMISSIONER DRUMMOND: On page 7, 
again at the middle of the page, the second point 
made there seems to Say that the "net effect of 
increased marketing margins has resulted in a reduc- 
tion in the farm share of the consumer's dollar and 
relatively insignificant increases in the consumer's 
food price index", That seems to suggest first 
that there has been a relatively small increase 
in the retail price but that the reason 
has dropped in the farm prices, 


MR, BELYEA; That is what this statement 


seems to point out, 


COMMISSIONER DRUMMOND: On page 8 you 


Speak about a desire for a large part of the eggs 

to be sold directly to the chain Stores, and the price 
at which they are sold is related Somewhat to the 
SO-called Toronto wholesale price. Do you suggest 
thas the Toronto wholesale price may or may not be 

a true supply and demand, because of the limited 


quantity that is handled at that point. 


— MR. JASPER: lir, Chairman, I would ask 
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Mr, Betzner to Speak on that, 

MR, BETZNER: This refers again to 
Something which will be brought to you I think 
quite forcibly when the Ontario Government presents 
their brief on the Department of Agriculture, where 
they have made a very thorough study into this 
Subject. 

The prices averaged in the Toronto market 


is primarily arrived at by receiving quotations 


from what is known as Jobbers of eggs, and in the 


past those jobbers did handle eggs of some 500 egg 
grading stations throughout the province, and pretty 
well handled the bulk of the eggs that arrived at the 


market. 


“ads ie ay et - oo J 
Bin She, Sieahioae apa RT ” 3 - Gio Vee 
duet’ San Saori Lon een See mT awit 


et? ant: bus e Voge seas —_ 7 ann 


A ie 


2 @. witigtant af Re Rsg Saye, posi, GF 
ang 2 elaine Vee! et OE Aare Se eee 


Saar 


ase nein tipi pean, ea care al Sai ae: 
une WA: Girt iy. GaSe betes crete amet | dena | Ny 
inia bie  coalies) 212. Welgients, shyt 2 Ear 


4 She Secale ty oa) Poa fe = m da em @fye Se? Goa tine Lilow 


ie | 
a 
oT 


c 
ANGUS, STONEHOUSE & Co. LTD, 2) 


TORONTO, ONTARIO Monday, Sept a 15, 1958 


But the past fey years, the tendancy has been 


for the large chains LO-SE0 Up their own egg- 


srading agencies and handling actually the 
volume -- the large volume of €228, and these 
JObbers only get the ezes from the Smaller and 
the diminishing €&s-gradingz stations throughout 


the province, They don't handle the bulk of the 


€38s, but they are still used to arrive at the 


wholesale price in Toronto, so that a price may 
be established on a very minority market as it 
is at the present time, 

cAI aS i orizinated, they did handle the 


eggs, but with the tendancy of the large chains 


ana even some smaller chains Joining. them to- 
gether in one eeency, the percentage of eggs 
Zoing throuzh these Jobbers has become relatively 


Small, so the price can be established on a very 


minority picture of the vOlume of eggs going through 
the market. 

COMMISSIONER DRUMMOND: Would you say 
there is pretty much a parallel between this and 
the percentage of hogs zoing through the central 
market? 

MR. FETZNER: I would Say it was true 
before the Ontario Hog Grading Agency came into 
effect, 

COMMISSIONER DRUMMOND: That's what I mean, 
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change in the pattern of ego prices since this 
development? Having regard to the tendancy to sell 
Scere ys looking at the prices and the variability 
of prices, can you detect any consequence of 
this change? 

MR. BETZNER: It's a pretty hard question 
to answer because of the large movement of import 
eggs into the province. yYoy are very well familiar 
that at times Ontario is PeOCuUCcHaG. sa. times, 
forty per cent of the €38 production of Canada, 
At certain periods of the year, a very large degree 
come from W stern Canada. Also, the fact that 
during the past few years we have quite a holding 
of egzs from the government, which is a factor which 
is pretty difficult to ascertain ~- what the local 
reaction as to the whole Canadian is. 

“ut it does seem to producers that it ds 
One spectacular in the whole food marketing 
program that in many years the price of the commodity 
exactly doubled, and that producers receive 
as low as 28¢ a dozen, and may receive as high 
as 60 ¢ a dozen. I don't think there is another 
commodity that any of the Commissioners could 
clink of -~ at least 7 can't -- that you get 
complete doubling of the orice within a year, 
And that happens in eges year after year after 
year, There are some years that it doesn't. About 


two years ago, the price remained pretty well in 
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the forties throughout the year, but through 

a period, of years, the price of egeas has the 
greatest fluctuation of any commodity that moves 
on the market. 

tha may not be as true in the retail end 
of it, because when the price is low, the marzins 
seem bO Squeeze. “Fut, when the price is hich, 
then the margins seem to widen so that the 
Perlecuion Of the réevall price may note look 
as gteat to the consumer, but, to the producer, 
Enere 18 a 100 per cent variation, in many years. 

COMMISSIONER DRUMMOND: For the benefit 
of the Commission, I think perhaps it would be 
Very helpful Tf we could get a Little more Getail 
in regard to the actual operations of the 
reach Marketing Foard thus’far, and to make definitely - 
this 18 Used as an tllustrationrvrof the possibllities 
of the effects of a Marketing Foard Operation, and 
I thinx it should be made altogether clear as to 
just what the benefits would be. 

MR; BELYEA: THis, “too, ladies and gentlemen, 
is an area where we have not very much information. 
One of the chief regrets‘that I have, personally, 
about the operations of these farm product 
marketins boards is that they have taken too little 
———]| pains to keep day by day figures of their prices 


at either levels. 
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this is just a personal Observation. So far aes 
Uneir abwavy to reduce Margins, 1t is smy under- 
standing that under the present circumstances, 
where you have a much less powerful type of 
agency, where their only hope is to try and maintain 
some stability at the producer price lever, 

and where the dealers are allowed to take over 
the complete handling of the produce, 

The dealers margins now are in the 
neighbourhood of sixteen to seventeen per cent, 
which, perhaps, is normal for an Operation which 

involves a considerable amount of rise, but ae 
appears that while the agency was in control of 

the dealers, thc margins for the dealers was 

reduced to, I think, around six or seven perm cents 

At their request -- they wanted the same, at 

least, that is the margins to be set by the 

Marketing Foard and it was unfortunate that this 

One experience -- ill-guided and ill-advised 

as it might have been -- try to assume the risk. 

Fut the producers represented here, I beiieve,- in 
this type of operation, feel that it holds great 
Prospects for the future. We feel that it can 

reduce margins, and I think there are some 

who look forward to the day when the actual 
negotiations -- the actual marketing operation -- may 
be nothing more than a negotiation between the agency 


and the ultimate retail distributor in a large scale 
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operation, 

COMMISSIONER DRUMMOND: In this specific 
case, you would contend the risk is a very important 
factor and that she real posibility of reducing 
the margin would lie in the fact that the Board 
is in a better position to assume that risk than 
the so-called dealers? 

MR eyEELYEAs | The Board has everything at 
stake. It has to develop the market, and it has to 
keep this market supplied, whereas the dealer -- so 
far as we can tell -- is concerned only with 
immediate profits. He has got the stuff to move, 
and moves it without regard to what effect it may 
have on the market, and we feel that the Foard -- 
producer boards -- are in this sense more apt to 
be responsible and more concerned about profits 
than the dealer. 

COMMISSIONER DRUMMOND: One other point or 
sO. It would seem that the emphasis you are 
placin. on possible advantages of marketing boards 
Suggest that you can only gain those advantages 
if you adopt what you call the agency title to, 
or if that Foard performs at least several, if not 
all, the marketing functions. Then, toward the 
end, you speak of the possible value of what we 
call vertical integration -- we would suggest 
vertical integration may very well help to lower 
the margin, 


Now, these two things would seem to be closely 
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related, 

MA wero: . Ves. << Nay fT say. an this 
connection, that at the moment, where the ultimate 
effects of vertical integration from the top down -- 
if I may ¢xpress 20 that. way. -~- are so little 
understood by almost everyone -- and I am thinking 
of the social aspect, and what would be the 
results on the so-called family farm. Actually, 
no one knows, I feel, at this stage what the 
Gitimeate gettectse will be. Eut, certainly, whey 
point to greater efficiency in the distribution 
Ot LOO 

Whether vertical integration should take 
lace. 1 rom Lhe bottom Wo, a8 it. were, or fyom the 
top dOWN..0S.48 subject for argument == for very 
much debate -- ana I ety sure the producers, by 
and large, in this province at the moment, at any 
rate, do not look askance at this top-down type Ot: 
integration. We feel that the idea of integrating 
from the bottom up seems to offer better prospects. 

COMMISSIONER DRUMMOND: By that, you 
simply mean that the farmer himself, through his 
cooperative, should take the initiative Inapeinesne 
about vertical integration? 

MR. PELYEA: Yes. 

COMMISSIONER DRUMMOND: I thought it was 
a very interesting suggestion. You speak of 
vertical integration there -- at the top OF Page 


14, where you say this program has become too 
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centralized and that increase in transportation 

and other handling costs thereby tend a widening 

spread, particularly at outlying points. And, 

following that, by suggestion, at least, a change 

might be considered. Am I following that correctly? 
MR. FERGUSON: Well, Mr. Chairman, and 

ladies and gentlemen, in this connection, the 

point Weare “trying to'make here is: that 

aecording tora number of “experiences of some oF 

us and other producers and the pattern of 

purchasing supplies by the chains -- it's almost 

supCoo Hobe Lor tne nbocal isupplier ot “the 

commodity otorvsellsto the chain in his area. 

Hither the manager has to get clearance from 

the central area, or else the supplies are taken 

from the local perhaps to Toronto, or wherever 

the central is, and then transported back, And, 

we feel that since the local producer is very 

definitely a consumer and a patronizer of these 

stores, he sate have an opportunity to sell -- 

providing, that is, that he can provide quality 

and the rest of it -- to the chains and we think 

this is maybe a step that needs some investigation. 
MR. PETZNER: Mr. Chairman, in this regard, 

where I think very often the statement is used 

that Canada follows the United States in trends, 

and it was very amusing, and I think most of you 


read it in the Spring of this year where the 
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Kipling Research Institute of New York claimed that 
in ten years, the food outlets of the United 
States will be controlled by twelve outlets. 
If that became true, you can certainly see where 
a producer organization is going to have some 
comparable organization to sell to them, or else 
they will be at the mercy of these, and I think 
that same trend is moving into Canada at a faster 
rate than most people realize, 
COMMISSTONER DRUMMOND: Have you anything 
further to add as to how you can get genuinely 
effective travelling power to this development? 
Speaking of market boards, is that the last 
word? Is vertical integration the last word, or 
is there something else that has to te thought 
of, apart fromeither of those? 

MR. JASPER: If I might answer that, we 
as the general farm organization, are very firmly 
convinced that it is a combination of all, not 
just our marketing boards -- not our cooperatives 
alone, kut a combination of all. 

MR. EETZNER: I think a word should be 
said here, Mr. Chairman, on vertical integration 
as it affects farmers, and as it is presented 
to them now. In the last few years, and to a 
large degree -- I'm not going to take any time 
on it other than to say that the needa for vertical 

—__|| integration is brought about by the lack of 


adequate credit facilities to farmers and small 
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industries and small vendors of service -- the 
transporters or jobbers, or what have you -- 
and in my experience, I find people who are 
interested in the vertical integration of 
feeding of livestock would not be interested if 


iiiey Nac: the credit evailapie: to do the Job as 
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COMMISSIONER KIDD: On the question of 
evaporated whole milk on page 9, you make a state- 
ment on the retail price and costs, and so on: 

I was wondering if you had anything to add on that, 
because looking at the table it seemed that the 
Spread between what the original producer received 
and the wholesaler is $3.04; this would include 
processing, and so on, Then you get from the 
woolesaling level to the retail level, and there 

1S a spread of $1.38, Have you any suggestions 

as to whether there is too much of a spread in 
there, or have you Studied the cost of production 
and so on? 

MR, BRETHER: Mr. Chairman, gentlemen, 


we do not have figures available to either indicate 


whether the spread is high or low, I believe 
My, Betzner told the Commission a few moments ago 
that we do not have the power to make that investi- 
gation, From our own Standpoint it appears high, 
with what knowledge we do have, From that know- 
ledge we conclude it is high, and I assume this 
Commission will investigate that angle fairly 
thoroughly, 

Further in the case of evaporated milk, 
we realize that in the processing or the making 
of evaporated skimmed milk or evaporated partly 
Skimmed milk, if that were an independent operation 


in the plant, it would certainly be more costly than 
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making evaporated milk because there are other 
processes involved, but we do not think they are 
involved to the extent that would, in our Opinion, 
affect the free butterfat that accrues, 
Incidentally, Dr. Drummond indicated 
a question a short time ago, and I think he asked 
had there been any fluctuations, particularly in 
wholesale prices of evaporated milk, I have the 


figures here for the years: 


1948 $ 6.50 
1949 SoS 
1950 5e05 
1951 6.64 
1952 6.52 
1953 6.00 
1954 6.00 
1955 5.03 
1956 mie: 
1957 6,12 
1958 6.30 


I should say that is the average annual price of 
€vaporated whole milk at Montreal, In so far as 
Spray and powder is concerned, prior to March, 1957 
there was very little change; it did not vary 


anymore than 4 or 5 cents, with the exception of 


one particularly low year when the average price 

went down to 9 5/8 for spray and 7 3/4 for rolling 

process powder, There has not been a great deal 

of variations since 1948: it began at 15 1/2 cents 

in 1948 -- spray processed powder -- and it ended 

in 1956 or in March, 1957 at about 13.17/48 gents, 
COMMISSIONER KIDD: On page 7, at 


the bottom, you mention that there are a number 
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of studies that you require to determine your 
position, You say, "We need to know how prices 
are actually determined under the prevailing 
conditions of imperfect competition", There are 
a number of questions arise out of that sentence 
and, Pirs> of all, would you comment on how you 
think prices are set? Are they based on the farm 
level plus the add-ons to the retailer, or do you 
feel they are set up at the retail or possibly 

the wholesale level, and all the costs taken into 
consideration, and the farmer gets what is left 
over? 

MR, JASPER: My, Chairman, our economist 
may want to enlarge on this, but that is, again, 
one field where it igs almost impossible, unless you 
employ a firm, to get figures on it, and we believe 
chat should be available, 

MR, BELYEA : I think it is true to 
Say that traditionally the farmer has taken what 
was left, and probably that Situation has not 
changed very much, because our own marketing board 
plans have not proceeded to the extent that we 
might hope, I think in those cases where we 
have marketing boards, then it is not true today 
exactly that the farmer takes what is left, because 
he just has the marketing power, In this connec- 
tion, as to how prices are actually determined, we 


were thinking of what practices were followed by 
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chain stores, for example, in Setting the price for 
the commodity which they were Selling, In the 

brief to the Gordon Commission several years ago, 
the point was made by the Meatpackers Council that 
chain stores were exerting a tremendous downward 
influence on price; that they were, in effect, 

in the driver's seat as far as price was concerned, 
and that the processors, the packers, inevitably 

had to take a smaller margin or else pass down the 
increased price to the producer, I am not sure that 
is true, I haven't seen any real evidence of sti 
but it may be true, nevertheless, I think probably 
the chain stores would deny it, However, there 

may be a considerable concentration of market power 
on the chain store end, and they are able to pass 
down this pressure below them with the ena result 
that the farmer takes what is left, 

There is also the aspect that there are 
certain pSychological prices which appear to appeal 
to consumers more than what I might call actual 
prices as determined by Supply and demand conditions, 
It may be that this is an area for Study. I really 
don't know much about it, except I know consumers 
do buy certain commodity at prices -- well, they 
prefer to buy at a higher price than a lower price 
Sometimes, 

Then there is the perfectly competitive 


part -- manufacturers and retailers (particularly 
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manufacturers) have a certain monopoly of the parti- 
cular brand they are Selling, and do Sometimes, [I 
believe, adopt pricing techniques which are not 
always in the best interests of the producer or the 
consumer, There seems to be a tendency for manu- 
facturers, processors to buy as cheaply as possible 
and to sell as dearly as possible, This was 
evidence given by the late Mr, MeLean in a price 
Spreads investigation some years ago, Actually, 
I think most of us would try to do the same thing, 
Perhaps one cannot be very critical of that point 
of view, except that maybe to sell as dearly as 
possible may not be in the best interests of the 


product being sold, He may be able to make more 


SS SEES 


money out of selling Slightly cheaper products -- 
getting rid of more of the product -- than actually 


pricing it as high as the market will bear, I think 


there is some theory involved here in respect of 
pricing under perfect competition that may have a 
bearing, but this is in the speculative field and 
it is pretty hard to Judge without actual cases to 
work on, 

I think there is need for investigators 
to look into the present methods employed by 
processors and retailers to see whether they are 
the best in the long run for the processors and 
e retailers, 


COMMISSIONER KIDD: You said one 
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or two interesting things there; particularly you 
Said imperfect competition was in brands -- was 
that your definition of imperfect competition? 

MR. BELYEA: That is one example that 
occurred to me of imperfect competition, because 
of the fact the manufacturer of that brand had a 
monopoly, 

COMMISSIONER KIDD: But wouldn't there 
be competition, then, between one brand and another? 

MR, BELYEA ; Well, eventually, through 
advertising and so forth, the manufacturer of a 
particular brand, if he really works on it, may get 
his story across to the consumer that this brand 
is the only brand that is desirable from every point 
of view, and the other brands suffer even though 
chey may be equal in everyrespect, So, in circum- 
Stances like that he would have a monopoly of that 
particular brand, but actually the field of im- 
perfect competition is wider than that. I was 
thinking particularly of the situation where you 
have three or four large packers dominating the 
packing industry, There are probably only three 
or four chains of retail stores which may one day 
dominate the entire retailing industry, I under- 
Stand that studies of the United States have in- 
dicated that there is a development of a smaller 
chain that is composed of maybe ten to fifty stores, 


There has been a rapid growth of this type of chain, 
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but I believe, on the basis of conversations with 
people in the retailing business, that this is 

not necessarily true in Canada; that there is a 
development of more and more horizontal integra - 
tion, more and more buying up of these small chains 
by the bigger chains, and the effect in the long run, 
I think, will be to place these food chains in a 


perfectly competitive Situation, 
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COMMISSIONER KIDD: You have said also 


the farmer's position was traditionally more of 
taking what is left over, Do you think that is 
SO, let us say, going back beyond the ten-year 
period? We are interested in getting this point 
cleared up. Do you think that position of taking 
what is left over pertains to, Say; 25 to BO years 
ago? 

MR. JASPER: There is one exception, 
with the exception of choosing their wives! 

COMMISSIONER KIDD: Is this situation 
changing, or is it not? Is there a changing 
Situation in the market? Did the producer originally 
accept the price and are they now being relegated 
into a different position? 

MR, BETZNER : I think very definitely 
oes, - 1t you go back into a rural community 
25 to 50 years ago the farmer did have control and 
did have bargaining power, The farmer could take 
a commodity into a local Store and barter and ex- 
change, He could trade it for a Sleigh or an 
animal, He could take his eggs into the local 
Store, Now the ultimate place where he has to sell 
the individual farmer has no access, So it definitely 
has been a trend where the bartering position of the 
farmer has moved bh oie 

COMMISSIONER KIDD: Where the farmer has 


not access you have to Seek these other forms of 
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Marketing Boards, 

At the top of the page you mention the 
approximate 2 per cent of disposable income spent 
on foods, This really raises the question of 
living standards in a rising economy; does it not? 
Is it not also true that ordinarily as a country 
goes up the scale of living standards there is 
less and less proportionately Spent on food? This 
would not be an increase difference, let us say, 
than in the United States, 

MR, BELYEA: That is correct, sir, We 
feel that this may be normal in a relatively industri- 
alized economy. Really all we have said about it is 


| that the consumer appears to be getting things a bit 


cheaper. Now from the philosophical standpoint the 
farmer is concerned about the share he gets of the 
consumer dollar and about his income, This business 
of the farm share appears to be, and I think studies 
have borne this out, that it is a function of value 
of the market, It is basic as it were. 

Now, the farmer is concerned about increas- 
ing his income and increasing his farm share of the 
consumer's dollar, It appears to him that if the 
consumer has been induced to take more of his 
product at the same price, or preferably the same 
amount at a higher price, then his position -- 
particularly in the latter instance -- will be 


| improved in respect to his share of the consumer's 
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dollar and his income, Philosophically he sees nothing 
wrong with a situation where the consumer pays a bit 
more for an equivalent amount since it is his pocket- 
book that is affected, That is the farmer's point 
of view, There: 4s-a lot of argument against this, 

I think there has been for many centuries 
the thought, since we started to specialize and 
begin to develop an exchange type of economy, that 
the consumer -- by Some heaven-sent route -- Should 
be supplied the necessities of life relatively 
cheaply. This is an unsatisfactory answer to 
farmers, They feel that there has been too much 
emphasis on this business of getting food at a cheap 
Price . 

Now in the case of the Vearnl O57 J. Gaue 
National Account Publication indicate there was a 
personal saving, if I remember rightly, of Something 
like $1,610,000,000, It is not clear just what 
form the saving took but it is Substantially more 
than was saved in other years. If the consumer 
had to pay the difference between 22.7 and 25 per 
cent -- as you say a difference of about 2 per 
cent -- more for his food in terms of total expen- 
ditures, and that came off of his Savings, he 
would still have a lot of Savings.left.» Ib, would 
only mean perhaps 150 to 200 million to the consumer, 
which would be rather insignificant froma pocket- 


book standpoint, but if you gave it to the farmer's 
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pocketbook then it means much more, 

These are things which may be unaccept- 
able from the consumer's Standpoint but from the 
farmer's Standpoint they seem self-evident, 

COMMISSIONER KIDD: You think that the 
consumer could pick up that 2 per cent, the consumer 
could pay 2 per cent more and there could be a 
Squeeze-out of profit at the other end? Is that 
your main point? 

MR. BELYEA: res 

COMMISSIONER WALTON: Tnere is just. one 
question, Quite a few of them have been answered, 
You have indicated the need for more consumer educa - 
tion, Do you believe that if the consumers did 
have more education, I don't know which type you 
would specify, it would lessen the price Spread? 

Who should do it? What type should it be? Do 

you think it would help if we knew more? I presume 
you are pointing at packaging, types of advertising, 
free gimmicks, Do you feel if we were more aware 
of these things we might withdraw our patronage 

and narrow the price spread? 

MR, JASPER: Mr, Chairman and Mrs, 
Walton, I think our thinking behind that was this, 
We, as primary producers, in the eyes of the average 
City housewife, get allthe blame for the high cost 
of food, One of our main thoughts was we would 


like to be able to have an investigation into the 
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relative price spread on each commodity, it is 
information that we are not able to get at the pre- 
sent time, If the housewife had that information 
it might well leave all of us with a little better 
taste in our mouth, 

COMMISSIONER WALTON: It is pointing 
out the last of statistical information. 

MR. JASPER: Yes. 

THE CHAIRMAN: Mr, Jasper, our thanks 
to you and the gentlemen who have come with you, 
not only for an interesting and helpful brief but 
also your courtesy in answering our questions, 
Thank you, 

ME JASPER: Sir, Mrs. Walton and. otner 
members of the Commission, may I thank you very 
much for your hearing which you gave us, 

THE CHAIRMAN: We will adjourn for -five 
minutes after which we will hear from Mr. Graham of 


the Ontario Fishery Board. 


--- A short recess, 
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SUBMISSION OF 
ONTARIO FISHERMEN'S CO-OPER/ TIVE 
ee EEE 


Appearances: 
ee ee eee 


Me. T. EY W. Graham Manager 
ie es ee 
THE CHSIRM/N: Come to Irder, please. 
Will Mr. Graham come forward, please. We had an 


interesting presentation on Friday from the Co- 


operative Union of Ontario, but there was one 


nd that had 


) 


conspicuous absence in their brief 
to do with fisheries, Fisheries are part of our 
terms of reference, and we are particularly grate- 
foi to you for coming in this morning to supplement 
With reference to fisheries what we heard frum the 
Co-operative Union on Friday. I understand that you 
have a statement to make for us. If you would like 


to sit down and Tea it tor 1s. 


MR. GRAHAM: Frankly, Mr. Chairman and 
Mrs. Walton and members of the Commission, I apologise 


that I do not have sufficient copies available to 


ve you all.a copy of this, but I will leave it 


fle 


g 
With the secretary so that you can examine it later, 
Mr. Willoughby called me up and asked me if I could 
make it, and today happened to be the only day I 
could make it, and I hammered through until ten 


O'clock last night to get something prepared, 


ate’ ae aes 


i 


weboig? peMbee ee ee :H MTA wey 


. : ; : Ben a 
ne en i hepeda GisaaY) em > Sedat G 


ce, Gl cort uabivs aw? ao etatheaita - 
i, a : A4Lhe | ae fo 
yin? Gee ota Qe ease ®G BULA ow tere | 
| ae ». ie Se | 
¥n sand hoa | Tatad ive ne & namie -ownkgiaeg 
yiiS deb Piae SEA S5L aL. on Jaane 14 ithwot ‘a 

2 iy. : 
; ees Uysio stiagerth 24° Rh ,ponp so TED — 
mate ‘ 
iiing Feyeyeen, ay seat rh ates. W/ \eninvs Sal aeg od ren 

ee 


x : rae 
in} get bvdom ad Ata fuaggis- (22 “nee ‘en 


rr oF i 
At Mere “9 hi Wane pd a Ut fe os jog wtih ee | 
mM Pee : 
eae ia i Se : wi pasa | rg Yeon eC. : 3vee. 
has - a 
av “1d s4 is Shy Oe nr re}, TLS 4 
ee ; a ive, 7 1G 
seek bi Ok om = .a2aery ee | 
F 
Pies 2 


CTécal Ss cowdas <i) @04 3G oaediie Be ers ‘etl 


P Ps " Cnt : a 
at?’siaetisya saleco Jaelo.T1l8 abe, Gon Be. cae 


cae | = A 
ji'ovasl iis Etwd ,otrid 15 gdds @ ie toy eee 
4 is ' 2 = tast "4 ao 


= har) ait ho 0DID). Gie Bie PwIse0 seid 3.00 | 
: meiny | i? itis bait ni 8 or 
aha? I ti‘ ow falas fee on baliee qomauelhiv i 
wy i : via e “aes yeh: 
ao Gas «0 a? tosourtad vabod) Gas nes . 


J betr 


, 
ti. 


ana Pend ‘oy deitd boven L lng ee 


a eee) er wy. diytet Sn 
-) eee 


7 i 


| 


2549 
ANGUS, STONEHOUSE @& co. LTD. 
TORONTO, ONTARIO 


We, as commercial fishermen, are both 
producers of products for consumption, and consumers 
of products produced by others, -S consumers, we 
are continually endeavouring to purchase the necessities 
of our industry at the lowest Possible cost, By 
the pooling of our purchasing dollars we have been 
able to effectively reduce our cost of production 
through co-operation, Importing of goods from other 
countries has created Stiff competition between 
Suppliers of gear, as well as preventing anyone from 
Seccuriney a monopoly, whereby the fisherman would be 
charged what ever price the supplier felt like charg- 
Lae, 

We have been in operation only 9 years, 
therefore are virtually youngsters in relation: to 
many of the other types of co-operatives in our 
country. We have seen the assets of our co-opera- 
tives grow from nothing - to over a million dollars, 
Our production from less than 500,000, to over 
3,000,000, We feel that co-operation has reduced 
the cost of production of our member fishermen more 
than 10 per cent per annum Since our inception. 
further advantage of co-operative methods of doing 
business is that any savings over the operational 
expenses are returned to the members in the form of 
patronage dividends, which also goes toward lowering 
the cost of production, AS producers, we are of 


the opinion there is a greater problem in trying to 
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Widen the spread between the cost of production 
and the renumeration received for it, than in narrow- 
ing the spread between the producer and consumer, 
fithough we are trying "to do Something about it", 
what we have accomplished, against what Weare Suri ya 
BOS Por ls hetsant Widely separated. Of what we have 
been able to accomplish in the fishing industry, we 
are very proud, because it has been accomplished by 
the fishermen themselves; Without assistance from 
Governments on Subsidies for boats, Processing plants, 
etce., nor have we any price supports for our produc- 
tion of fishery products. In these we are not as 
fortunate as our Salt water counterparts, and al- 
though our fishery is vastly different in our methods 
and fishery products, we do have one thing in common - 
that is to secure the best possible prices-forvour 
production and to retain a reasonable portion to 
provide for the CONGR tyUoFr this important primary 
industry, 

The Commission should be well aware of the 
Pet can ta consumption of fresh water fish products in 
Canada, This problem is also of great concern to 
the Industry as a whole, Because of this lack of 
market in Canada for our fresh water fishery products, 
almost 90 per cent of our production finds their 
market in the United States of merica, either in 
Whole or round form - or processed as either fresh 


or frozen fillets, It was this fact that caused 
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us to question what benefit the consumer might derive 
from an investigation of price spread in our commer- 
cial fishing industry and whether this Commission 
could do much about the price which the American 
consumer paid for our product. 

FS producers, we strive to obtain the 
best possible price for our product, in return for 
giving the consumer the best possible quality. It 
could not be considered practical to indulge in 
Giving the limited Canadian wholesaler a Special 
price consideration in Our Sales, as it would force 
us to accept a lower price for our exported commodity 
as well, which is in accordance with the laws govern- 
ing the exportation of goods to another C.untry. 

It causes us a great deal of concern when 
trade papers publish extracts from these hearings, 
Which markets might use against us, Therefore we 
respectfully request that unless properly cleared 
any figures of costs be treated in the manner in which 
they are intended and not quoted out of contex with 
the remainder of the Tacts: 

In our industry, there are two distinctly 
different markets, One being the whole or fresh 
fish market, the other being the processed or 
frozen market, Our production differs with that 
of either coast for other than processing, which is 
not adaptable to all of our Species, we are unable 


to can, salt or otherwise cure them for later sale, 
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Nahe tata 

Theré is: a very limited market for Smoked fish which 
is also restricted to Specialty class of Ppehy Thus 
our fish must be sold ote wy leit We must depend on the 
large wholesalers to Spread the supply over the vast 
area or population - in other words be responsible for 
the distribution from the wholesale to retail level. 
*S our production varies from day to day there are 
often day to day variations in the price which the 
producers will receive Torahas product, as markets 
follow the pattern of Supply and demand. Since 

the concern of this Commission is the cause of 
"spread" between the producers and the consumer, we 
mention this fact, To take a specific day and 
compare the retail price on a processed and frozen 
package which the consumer is asked to pay against 
whe price the producer received for the whole or 
round fish does not give the true "spread", quite 
Possible to do go may make it appear exorbitant, 
whereas the packaged fish may have been processed 

at a different market level. There have been a 
great many changes in marketing of fresh water fish 
Over the- past 20 years, no doubt the next generation 
Will see additional changes, Today the trend is 
away from fish that the house wife must clean and 
Prepare for consumption, to the more convenient 
method of just opening a package which is ready for 
the pan. A step further is pre-cooked, so that 

all the work involved is to re-heat it. if” Shits 


trend continues it may well be that the markets ag 
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we know of them today will disappear, 

If the consumer would buy whole or round 
fish, Lt could cost: then basically less money. How- 
ever, with our manner of living, today, the problem 
is to dispose of the "extra" take home produce in- 
Volved. the Scales, head, bones, offal etce Again 
there is the problem of the preparation of this Lor 
consumption. Because convenience is in rea lacy 
services - normally performed by others - someone a- 
long the chain must pay for it - with the result 
that the consumer does, 

fS our plants deal polkely an the processing 
of fish which are marketed in the form of fresh 
fillets or frozen packaged fillets, I will comment 
one then in herr respective categories, 

We can substantiate the Spread between the 
producer and processor level of fresh water fish, 
Although we have no idea of the cost of processing 
Nova Scotia Haddock, the processing spread of which 
was commented on in a Trade journal, we will de- 
finitely state that unless a processor on our species 
receives at least the amount for which he paid the 
producer doubled, plus at least 10 cents he will 
fara 2G difficult to exist. 

There are periods when fresh water fish 
in round or whole form are not available, so that 
we must process during the productive period to pro- 


vide stocks to carry over the no-productive period 
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to supply a continual source of fishery products 
to the consumer, This means that the processor 
must continually gamble stocks - against production - 
against demand - against trend. 

Fillets sold in Fresh Form; - normally 
the basic price charged for fillets in fresh form 
is 10 cents over double the price paid for the fish 
in the round or whole fOrm. This 10 cents is known 
as the cutting charge, In periods of extreme 
Scarcity of production it is possible to make it 
l2 cents - on the other hana in times of extreme 
plenty it could be ony Gxcente. So that through- 
out the year the processor tries to average 10 Gents. 
Out, of this 10 cents, in addition to the following 
costs per pound of fillets, the processor must absorb 
the loss on spolled fash, Shortages due to faulty 
weighing, pilferage, loss through boxes collapsing 
in transit as well as mutilation caused when a jam 
occurs in the scaling machines, 

The cost per pound of fillets breaks down 


as follows:- 


Trucking ~ 1¢ 
Boxes = ears 

Filleters - 3%¢ (basic rate) 
Manual labour -~» a@¢-.(ta.service the 


filleters ) 
sundry & Overweight - 1¢ 


Por. Total) of 9i¢, leaving only 
34d before 
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absorbing any of the first expenses or overhead, 
Therefore, it should be readily seen PEL oo ball sa 
question of volume to Nave a successful processing 
Operation, 

Although many of these expenses are (seli= 
explanatory, it might be easier to Unders far cur 
we explained "Overweight" - this is a customary 
allowance of at least 1 1p on every 60 lbs of fish 
because a fish loses weight once it dies, Even in 
packaged fish this Overwiezht allowance must be 
taken into consideration, "Cost doubled" — under 
normal conditions, practically all Species of Lake 
Erie Fish produce a fillet of flesh that is.50 per 
cent of the whole or round weight. However, there 
are times of year, for example around Spawning time, 
that the yield may drop from 50 per cent to 45 per 
cent and on some Species to a low of Ho Dele enag. 

SO that after a fish is processed and the processor 
had only 4o per cent to 50 per cent of hig original 
purchase left, that Peitet of Plesh 4s now worth twice 
aS much as a round or whole fish, 

Nery JAGtive figuring is required to show 
that even at the original market price doubled plus 
10 cents or 12 cents the processor cannot or has not, 
"spread" much over his definite committed costs. 
Actually conditions like this causes &@ processor to 


freeze the production and gamble on breaking even or 


making a small margin of profit in later sale. You 
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may well ask "Why do you bother buying fish when you 
have such difficulty in disposing of them at a ror. 
- to us the answer is Simple, With such low con- 
Sumption of fishery products, every market is valuable 
to us, thus when you have both rezular outlets for 
your production, and regular producers from which 

you normally secure your needs, it is at times 
“profitable” to continue to Supply at a loss in order 
to protect the markets you have built up aS well as 
the supply factor on which you must also depend, 

We must also take into consideration the employment 

of the staff, because only by continuing to operate 
during periods when production does not Justify such 
action can you retain the calibre of helpers, and 

the efficiency of production that constant operation 
produces, to be available when the situation is 


reversed, 
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Fillets Packaged and Frozen - in addition 
to the expenses involved in the production of fresh 
fL1tets, “additional expenses are incurred as follows:- 
packers 3/4¢ to 1 1/4¢ -- labour in overwrapping 
and freezing 1 1/4¢ -- cartons 1 1/4¢ to 2 1/i¢ -- 
cellophane 1/2¢ -- overwrap 1/2¢ -- and if exported 
to the U.S.A, there is an additional charge of 
Tt afved for duty Brokerage commissions are 5% of 
the sale price, Discount on US funds as prevailing 
at the time of settlement. Transportation to 
markets from 1/2¢ to 2 1/2¢ depending on the dis- 
tance. Handling and cold storage costs from 3/4d 
to 3 or 4¢ depending on the length of time held 
awaiting sale, The average cost involved in handling 
frozen fillets from the time the fish is landed” until 
the funds from the sale of the product returns to our 
hands range from 19¢ to 22¢ per pound, Thies 1f 
the producer received 20¢ for the round fish, the 
cost of that same fish delivered in Toronto or Buffalo 
in packaged frozen form would be in the vicinity of 
59¢ per pound. 

With respect to the mark up on frozen 
Stocks, let me say that we are governed entirely by 
market conditions. If a commitment is made to 
deliver a certain quantity, on a certain date, ata 
fixed price, and you ran into a combination of low 
production and strong wholesale prices, you might 


be fortunate in breaking even. It is our understandi 
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that chain stores have a mark up scale from 20% to 
30% depending on circumstances, Just what mark up 
is made by wholesalers we have no means of ascertain- 
ing. However, due to the intense competition, we 


would assume that their price would have to be well 


within reason, 


eae cit Soap 


The processing plants, which are members 
of our Ontario Fishermen's Co-Operative, and which 
are owned by actively Operating commercial 
fishermen, endeavour to bring some degree of Stability 

“to the fresh market. By utilizing production of 
Our own boats we can prevent prices at which 1t is 

| not possible for the producer to operate economically, 

| and this stability of daily market tends to level 

| off high peaks in fairness to the consumer, These 

plants stem from the practical needs of the fisher- 

men, not from a desire to find a profitable invest- 
ment. By controlling their own destiny to some 
extent by such utilization of their production by 
processing, they can and do receive better prices 
for their fish production, AS in all other co- 
operative enterprizes in our fishing industry, any 

Savings above the operational expenses for the 

year are returned to them in the form of patronage 

dividends. 

We can appreciate the fact the problems 
of spread in prices between the producer and the 


consumer are manifold. We can also appreciate, to 
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some extent, the consumer's desire to secure his 
needs at cheaper prices, We can also appreciate 
that all of the "spread" cannot be the responsibility 
of the retailer, Until we return to a System where- 
by the producer deals directly with the end YEer sor 
his commodity, we must face the Lace that spreads 
must exist. It is our experience that the consumer 
creates much of these Spreads by demanding a wider 
variety to choose from -- more convenience in the 
preparation of his foodstuffs -- preberring co 
secure all their needs at one Store, which alone 
causes a multiplicity of brand names -- purchasing on 
eye appeal, the contents of the package being of a 
secondary nature and which also causes more colour- 
ful and expensive wrappings which in reality are 
consigned to the garbage once the product is consumed 
in the home therefore a "useless" expense, As long 
as they demand these services and conveniences, they 
must also accept the fact that those who provide them 
must make a reasonable margin of profit to survive, 

To suggest that the co-operatives sell 
Bavectiy to “the consumer, thereby eliminating the 
middle-man, is not the immediate answer, but 
which might be developed in the future. 

The problem of fish marketing has been on 
the agenda of every meeting of the Co-Operative 


Fisheries Congress, without finding a concrete 
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Solution to it, We cannot do without the large 
wholesale fish markets, which are capable of, 

and do handle, large volumes of fishery products. 
because we have neither the personnel available 
nor have we the necessary "know-how", 

In our existence we endeavoured to bring 
co the consumers our products, without going through 
the wholesalers! hands, This proved to be financially 
impractical, because we were unable to provide the 
equipment necessary to service Sufficient areas to 
provide adequate markets for our production. Neither 
was the consumer prepared to purchase in any quantity 
more than a pound or two. Rarely do people purchase 
@ box of fish, 

Co-operation has done much in the com- 
mercial fishing industry to improve the lot of the 
fishermen, If people would wholeheartedly Support 
the principles of Co-operation, as well as the move- 
ment as a whole, the problem of price Spreads might 
not be eliminated, but the Savings would go a long 
Way in Stretching the consumer's dollar, 

MR. GRAHAM: Thank you, gentlemen, 

THE CHAIRMAN: Thank you, Mr. Graham, 

I wonder if you could give us a brief 
description of the organization -- of your Co-Operative 
The facilities you have, and the extent to which it 
contributes to the marketing of fish? 


MR. GRAHAM: Well, you mean since our 
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inception? 


THE CHAIRMAN: Yes, 


MR. GRAHAM: in Loo pie fishing industry, 


as we know it, was dominated either by large whole- 
Salers who had packing facilities in that COLnG, “or 
people who owned and controlled the boats in produc- 
tion, And the people that worked for them, Simply 
got whatever the price the wholesaler or gentleman 
who was packing it desired to give him. LG 2oueso 
bad in our industry that they often neue So far as 
to set up the companies in other countries and 
actually sold it to themselves atea Tietitvous 
market price paid for the purchaser at that price, 
and pocketed the difference, 

So that the need of finding, or Securing, 
a better price for our fish was necessary, and we 
Started off in 1949 by marketing the production of 
individuals scattered al] along the Lake Erie, That 
wasn't easy, because the wholesale market ganged up 
on us. But, by our methods of preparing our fish 
for sale as a quality-controlled pack, they began to 
accept it, and it became relatively easy. We were 
a@ centralized market. We marketed to Ontario all 
the fish that were produced by our member boats. 

Then, the problem -- local problems -- 
envered Into Lt. That is the problems which relate 
to one area, They are not all the same as what 


relate to other areas, So that we incorporated 
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he 


local Co-operatives to handle the Problems peculiar 
to that area, and to pack the fish of the producers 
in that area, 

In other words, we put packing plants with 
cold storage at each port where we had sufficient 
fishermen to warrant ul oe We still continue to 
market as a central marketing area, but One or. the 
problems we ran into was tne dislocation of effort 
because the producer, or the manager, of the local 
Co-op would have to phone central and say, "We had 
Sixty boxes of fish today," and then we would have 
to find out from the market what the price was going 
to be, Then we would have to phone back, and they 
would invoice us and we would invoice them, and 
there was a duplication of effort, which was too 
costly. 

We decentralized our marketing, so now 
it is carried on by the local Co-ops. And, actually, 
we are doing as effective a Job as it was when it was 
centralized, Primarily because this was done by 
the central body -- as a matter.of fact, the stan- 
dards of pack which we started, many of them are in- 
corporated in the federal Department of Fisheries 
Whitefish Act -- inspection of whitefish -- and 
they are also coming into effect on the hard fish 
that is now going to be under inspection. 

We find that having the producer, if at 


Bll possible —- to have a producer responsible for 
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the marketing of fish is also a benerits because, he 
has Something at stake, He has a Production of his 
boat at Stake, and we find that he can secure a 
better price for our fishermen, After all, he might 
not feel very good this morning and say, "To heck 
with it," and let his fish go with the easiest method 
of disposing of it. We don't appreciate that, as a 
producer, 

COMMISSIONER MacKICHAN: How many separate 
Plants have you? 


| MR. GRAHAM: We have twelve incorporated 


plants, 


COMMISSIONER MacKICHAN: And where are 


| 
ithese located? 


MR. GRAHAM: Port Maitland, Manticoke, 


Port Rowan, Port Burwell, Hrieeau, Port Dover, .Kings- 


| 


Wwotie, Tobermory, Britt, Kilarney, Grand Bend and 


ayfield, 
COMMISSIONER MacKICHAN: Well, my knowledge 
| of Ontario Seography is --- 
MR. GRAHAM: It follows through Lake Erie 
nd through Georgian Bay. We haven't been able to do 
nything effectively in the areas of Lake Ontario 
e 4p in the Lake Superior areas yet, because the 
: ... part is that -- you know our Co-operatives -- 
Bric you do become effective you tend to raise the level 
f the areas, and the need for incorporation those 


rf ; P 
Poups is not as serious as it was prior. 
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COMMISSIONER MacKICHAN: Yes, How many 
would be in Lake Erie, for instance? How many of 
your plants? 

MR. GRAHAM: Seven, Eight -- I'm sorry, 
eight. 

COMMISSIONER MacKICHAN: Eight? 

MR. GRAHAM; Les, 

COMMISSIONER MacKICHAN: The particular 
reference you made igs understood by this Commission, 

You understand that there are a certain 
number of farm products and a certain number of fish, 
We couldn't take the whole field, so the fish is 
the one we are particularly interested in, What 
portion of your business is in the whitefish? 

MR, GRAHAM; At the moment, it would be 
very, very little because whitefish is a species 
where you might have one species which will drop off 
and then come back up. At the moment, there is vir- 
tually no whitefish in the normal productive area of 
Georgian Bay or Lake Huron, and Lake Erie is limited 


because of invasion of smelt, actually. 
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COMMISSIONER MacKICHAN: What is the normal 
yield? You mentioned different figures, but on white 
fish particularly? 

MR. GR/AHAM: I don't have the statistics, 
Sir, on white fish. 

COMMISSIONER MacKICHAN: You were very 
particularly interested in - and I am sure the con- 
sumer will be too - your method of reducing the 
Spread and getting more income for the fisherman: 

You think you will reduce the cost of your opera- 
tion? 

MR, GRAHAM: Neer 

COMMISSIONER MacKICHAN: Reduce the cost 
of your Supplies, and I take it that is done by 
your fishermen being able to purchase on the whole-~ 
Sale or jobber level rather than at retail? 

MR. GRAHAM: That is correct, We use, 
possibly, a different type of gear than is used and 
with which you are familiar, but in 1949 our netting 
Was roughly $50.00 a pound for gill nets, and the 
Same type of netting today is $5.95, which is a 
Substantial reduction. 

COMMISSIONER MacKICHAN: The fisherman 
on the east coast argues for nylon netting now. 

MR. GRAHAM: cen, 

COMMISSIONER MacKICHAN: We were interested 
in your comment on the understanding of both press 


and public as to the difference between the products 
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that is taken in by the processor and what turns 
out from his plant, and we would appreciate very 
much your brief because it has gone into a number 
of those things pretty carefully and all my colleagues 
and the secretary would be pleased to have copies of 
the brief you have prepared, 

You mentioned in labour costs, and I am 
not sure I picked up correctly whether that was on 
an hourly basis or on a piece work basis: Were 
your filleters on hourly wages? 

MR. GRAHAM: No, the filleting operation 
must be done by hand and is on a piece work basis, 

| and all others are on a time basis - putting them 
| into packages and scaling and that sort of operation 

cS) 6 Meronan hourly basis, 

COMMISSIONER MacKICH:N: Ltake 3 the 
filleter is the key man on the assembly line? 

MR. GRAHAM: Yes, because again it is 
your percentage of recovery, and a good filleter 
Can give you a good percentage of recovery and a poor 
one can knock your percentage way down, That is why 
I say we must keep the continuity of staff in order 
to keep that skill readily available. 

COMMISSIONER MacKICHAN: You mentioned 
levelling off production? 

MR, GRAHAM: Well, as you probably know 
markets tend to vary: For example, it is) the 


Jewish New Year tomorrow, and prior to a holiday 
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of such type your market 1s exceedingly strong to 
the point we have seen white fish in such instances 
as high as $1.00 a pound wholesale, but the minute 
the holiday is over - HO example, tomorrow ~- the 
white fish market will SO down to approximately 35 


or 40 cents, and our hope is, rather than have this 


continual up and down, that a more level price through 
out the year would be beneficial both to the market 
and to us as producers, because if we could say, 

"We are going to average 30 cents a pound on white 
fish", we would SO out and be able to gamble a little 
more on our fishery, but you don't gamble when you 
are producing white fish to sell at $1.00 a pound one 
day and the next day at 30 cents, The average is 
not worthwhile, 

The same thing with processing: LOCA 
were more stable, it would eliminate anhot. ofethe 
gamble and a lot of Spread, fnother thing iss, aby 
processing by ourselves, on the cost of production 
you can't produce perch or blue pickle at 45 cents 
& pound, and by processing when they are low you 
keep the market average down, and as far as the 
producer is concerned, stabilize the price; 

COMMISSIONER MacKICHE&N: I have some 
figures which indicate the price of white fish was 
higher in Lake Erie than in any of the other lakes 
and there has been an increase in price, fluctuat- 


ing somewhat, since 1935: What comment would you 
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have on that? 
MR, GRAH’M: The white fish of Lake Erie 
are a much whiter white fish, If you were to Zo 


up into the northern areas, the white t7 Sheen 


colouration, that is, are actually black; the colour- 
ation, due to water conditions, etc. Because they 
are so white, the Lake Erie fish demand premium RELCces. 
YOu Can get anywhere from 5 to 10 cents a pound more 
for Lake Erie whites than you can for Georgian Bay 
or far nothern areas, 

COMMISSIONER MacKICHAN: Just one final 
question: You mentioned decentralized selling 
and your local plants doing the Spelling: Phat in— 
trigues me, personally. How can you prevent compe- 
tition between yOUr Sséveral plants. 

MR, GRAHAM: Wes pret actually was 
2 Sserrous consideration, but we found that these 
same men that are now doing it were in this thing 
Since its inception, and the batties they went through, 
and “ail their knowledge of what could happen if they 
allowed fights to develop, sort of kept them held 
together, and they work very good together, 

THE CH: IRMAN: i thank, Me. Graham, that 
We can have copies of your presentation which we 
would like very much to have and have a- chance to 
Study it, and perhaps that is all the questions we 
Can ask today, and, again, our thanks for coming 
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MR, GRAHAM: Thank you very much, Mr, 
Chairman, for the opportunity of making this 


presentation, 


--- Adjourned at 12.40 p.m, until 2 p.m. 
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--— Un resuming at. 2 OTGLOCk 6 im: 


SUBMISSION OF 


THE GOVERNMENT OF ONTARIO 
$a NEAL O 


appearances: 
Hon, wi. .M. Frost - Prime Minister 
Hon. W. A. Goodfellow - Minister of Agriculture 
Dr. Clifford Graham ~ Dep. Minister of Agricultur 
Mr. George Gathercole - Dep. Minister of Eeonomies 
Dia dis (Pabterson 


) 
Hira Goat. aPerkin ) 
Mr. W. P,. Watson ) Dept. of Agriculture 
) 
) 


= 


Mr. E. M, Biggs 
Mr, Earl Haslett 


Mr. W. G. R. Cameron) 

Mr. D., R. Richmond ) 

Mes Ue M. eberled ) Dept. of Economics 
) 
) 


Me. J. J..0pmeer 
Mr. J. DD. Hoffman 


THE CHAIRMAN: I will ask you to come to 
OPGer. We are to receive this afternoon the brief 
of the Government of Ontario, Premier, we were 
very pleased when we learned that your Government 
wished to present the brief to the Commission and we 
are grateful to you for being here this afternoon, 
We have had copies of the submission and we thank 
you and your staff on the fine brief that has been 
prepared, 

We would be glad if you would organize 


the presentation of this in any way you wish, Let 
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us know what you would like to do, 

THE HONOURABLE MR, FROST: Mr, Chairman, 
Ladies and Gentlemen, I may say that it is a very 
great pleasure to be here and in presenting this 
brief to you. to Say that we are most desirous of 
being helpful to you. Now, I am not unmindful of 
this that you ladies and gentlemen in accepting 
this Commissionship, or membership on this Commission, 
are facing a task of very great magnitude, As a 
matter of fact there are those who might consider 
Such a task as being almost impossible, Personally 
I don't regard things such as this as being impossible. 
I think the fact they are difficult is not any reason 
that we should retreat from them, 

I express my admiration for you ladies ana 
gentlemen in accepting an onerous job such as this.We 
wish you Every success, I further more come here 
to offer you every assistance we can, 

Now, we are submitting to you a brief 
Which I will not GO into myself. I might even ad- 
mit some of my inadequacies to £0 into this but if 
Will give you perhaps a little outline of Some of the 
things that appeal to me, just in a very general way, 
and then I am going to leave it to the gentlemen who 
are here with me to elaborate on points that appeal 
to them, 

Now, I have with me today, Mr. Chairman and 
gentlemen, the Honourable Mr. Goodfellow, the Minister 


of Agriculture, With him is his Deputy, Doctor 
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Clifford Graham, Deputy Minister of Agriculture. 

We have Mr, George Gathercole, Deputy Minister of 
Economics, Then we have quite a formidable panel 
here, I don't know whether you could call these 
fellows formidable, There is Doctor Patterson, 
from the Department of Agriculture, Mr, Reser scot 
our Marketing Division, Mr. Watson and Mr. Biggs. 

I don't know whether Mr, Biggs or Mr. Watson are 
here at the moment, but they will be, Then we 
have Mr. Haslett. From the Department of Economics 
we have Mr. Cameron, Mr, Richmond, Mr. Eberlee, Mr, 
Opmeer, and Mr, Hoffman, all of whom have written 
parts of the brief, 

The Deputy Minister of Economics, Doctor 
Graham, will present the brief to YOu, shut a want to 
make this offer to the Commission, knowing the 
difficulties of our job and knowing the difficulties 
of yours, I make available to you the viewpoint 
of all these gentlemen, 

Now in no way do I tie them down or 
restrict them to a certain viewpoint because the 
Government thinks so. I am perfectly prepared 
that they should come here and give their view- 
point with this understanding that their view- 
point might not necessarily be a question of 
Settled policy. I think you gentlemen will 
appreciate that, 
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the years is this: The solution of AIT Tieul+ 
problems very seldom comes from one man or even a 
number of men, It usually comes from the view- 
point of a number of people that are Sparked to- 
gether by someone who has the opportunity of Studying 
those conditions. Now, it is on that point we give 
you our blessing, We sincerely hope you will be 
able to take the viewpoint of so many people and 
Spark them together into Solutions and policies which 
Will be workable. For that reason we in no way 
restrict the viewpoints of these gentlemen, They 
are perfectly free to express their own viewpoint 

to you, 

Now the brief is a summary of the problem 
as we see it, ie De et. say Summary of many things 
that we have done to attempt to meet that problem 
ber I, by Ho means, come to you and Say that any- 
thing we have done is the last word, AS a matter 
of fact we 6rope around for solutions and that. sts 
the situation or the manner in which we come before 
you at this time, 

Now, may I say on Just one or two items 
this Commission, as I understand it, is dealing with 
the problem of the primary producer, and more notably 
the farmer and the fisher, both of whom we have here 
in our Province, fS a matter of fact the fishing 
industry has, I think, been pretty largely under 


the Federal authorities and, on the other hand, 
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agriculture has been very definitely divided over 


the years between the Federal and Provincial authorities}, 

Now, I would Say to you this on that problem: 
On that division, of course, have arisen Many “dl it eir t= 
ties and many difficulties Which are not solved today. 
In a general way may I say that the whole problem of 
price spreads, with which you are concerned in this 
Commission and with which we are concerned as a 
Government, is of course a subject of understandable 
complexity. It sounds very easy - -— Il was going to 
say to the person on the Street, "Why should such 
and such be! —- = But 7 think you only have to know 
our brief here, Page 20 of ‘the 1ittie chart 
Shows some of the complexities of the marketing 
process, You will glance at that and see what un- 
limited complexities there are. 

Now, of course, that problem is further 
made difficult by the uncertain areas Of Provyineis) 
and Federal jurisdiction. I perhaps could best 
illustrate that by the problems that have confronted 
us in connection with farm marketing, which are 
described to quite a great length in this brief, 

Now the basis of farm marketing was simply 
this: To give the farmer Something to say about 
the prices he Bets for his’ goods: Now, as a matter 
of fact, the farmers are a very large generally un- 
organized body. Now, we have over the years 


deliberately Set out to help them in that regard to 


- 7Aa H 4 1 = 
a wale OF fae Aes, ea Ss. 


9 ops isi: Om eter aa 


ire 


. aN r of 


ae 
WY ‘Habbo RG iste il 


- " 


DHT: +1 pau sahegee 1 } ‘ oo 7 
; i coal . fas = rea. 
7 ts 
ey WR ae vier di aaigie rt 
NSS, Rhy Me 
cece ; ok 
nae: i a 
eae 3 Te Pie ee yc” har = 
‘ i 
a we 
ae - , 
| S105 ate |: et ee ee | 
. ay pia where ae 
+ 7 for % ay i Th, 1 4 a ae ; ue ‘ 
wer er 13 : “oth Oe TORE 2165D 
anemia * } a | i tecrgerer 
7 - rs 
on' » 
U ge = (5 7 at ¢ } é 
; 4 ay : ) my ri) w hie ¢ 
— 5 
ai | : J ’ eu 
} a4 Ley 
. a * in 5 7) al evi 2) ie | } 
an 1? + ; j i ! m7 ‘ i 
i 7 ’ “ 
5 il Za ’ : 
te 
. iy 2s ‘ 
Se od oar AQ : ee: , 
eset eva ac 
mere ore a 3 
i : 
7 hy 28 aay ae aes ” : ‘ ' > 
> «“ 4 Fi, ~ 4 se 
*ege Thee may e ; toe TG 
2 Leis 
na 34 ‘ <4 fee tee neh 
ees ee - ‘ 
po ra at ett 
atEent Be Pray Ld, 2 errr | bs ‘ set 4 
%, — Le. 
Mists. a tes yt ) 7 : 
[49 ees | o : Ar «8 ” ‘A 
ee 
mi Legis a e.2... : F aq ora On 
as 
; : ' 7 
- LAS as wo a : “ , vied 
‘ iy TF aS ee: eS: VA 92 di 34a 


2575 


ANGUS, STONEHOUSE @& co. LTD. 
TORONTO, ONTARIO 


Strengthen farm organization, Doctor Graham can 
tell you about what has been done in the develop- 
ment of farm organization in Which very great strides 
have been made in recent yeara, Further more, we 
have set out to deliberately, in the face of many 
difficulties, assist the farmers to build up farm 
marketing organization, That is a very difficult 
thing to do. I say it is difficult from the stand— 
point that in farm marketing there has to be a good 
déal of regimentation, if I can put it that way, 
which a very large number of farmers resent. The 
farmers are very free and independent people. ~~ Gn 
the other hand such regimentation as is done in farm 
marketing is done with the endeavour to make it 
democratic, to make it so you can carry these things 
by a preponderant majority of the producers and hav- 
ing done that the farmers generally are satisfied 
with the result of farm marketing. 

Now, in some cases, I think we have achieved 
very outstanding success, Out of the troubles of the 
tobacco industry last January, I think you gentlemen 
would agree, you were through it with me, we have 
gone into the field of processors, In other words 
we drew together the two opposite points of view. 

I think there is a very great degree of satisfaction 
am that. I think that is true of other commodity 
groups, I am hopeful the hog business will work 


out, I know it is full of difficulties - - 
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dynamite if you want to put it that way. Neverthe- 
less the principal is right, The hog producers 
Should stand together, We encourage them to do 
that and we encourage them to market their goods in 


an orderly way and get good prices, 
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‘ Now, that, Mr. Chairman, is the general 
objective. As to our method of doing it I would 

say that much of it has been trial and error, We 
have endeavoured to bring things along, always 

taking the principle, and recognizing that the prin- 
ciple is right, to endeavour to find better ways of 
deine Lt. 

I would say to you this, that to bring up 
this point has been again a matter of unbelievable 
complexity, which is the same as the problem you are 
dealing with. You are probably aware, and no doubt, 
of course, you are aware, that in 1935 the then 
Federal Government passed certain legislation, and 
among the legislation I think was the Natural Pro- 
ducts Marketing Act. I may be wrong in the name 
Of that Act, but 1 think that was so. That im- 
mediately caused a difference between the federal 
and provincial governments, but the results are linked 
with the Privy Council, and were declared, either in 
whole or in part, and I believe in whole, ultra vires 


te the federal government. 


———————— 


Now, for twenty years following that, the 
whole matter stood in a complete position of uncer- 
tainty. Farm organizations too. I think the 
Federation of Agriculture is the authority for this 
statement, that no one knew how to draft marketing 
legislation because of Pe nierenenacd and diffi- 
culties there were in the interpretation and meaning 


; of the Constitution and the law. Well, as a result 
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of that we determined that at the first opportunity 
we would submit our legislation to the courts. A 
can assure you it was with a considerable degree of 
difficulty that we got the matter there, It was done 
arising out of the Federal-Provincial Conference of 
1955, and there there were differences among the 
provinces and the federal government as to what 
should be done. I know some of these gentlemen 
sitting here with me were there at that time. In 
any event, we arrived at a deal or an arrangement 
by which Ontario submitted all of its farm legis- 
lation or the Farm Products Marketing Act -- we 
submitted that and the Regulations to the Supreme 
Court of Canada, the final body at the present time. 

The result was that in the main, I think, we 
received .a very favourable decision, a decision 
that some people did not think was possible. On the 
other hand, there is still ambiguity. There are 
still uncertainties. You run afoul of the old pro- 
blem of indirect taxation, as you know, and laws 
that are made in support of those plans, but never- 
theless the farming community made substantial pro- 
gress and gains in that decision. 

Now, as a result of that certainly, plans 
we have at the present time which are controversial, 
such as hog marketing plans and other things, that 
has actual foundation from that decision. 


I would say to you, Mr. Chairman and 
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gentlemen, what we are doing, what we are attempting 
to do is subject to your review. We are very glad 
to give you particulars of it. We have some thirty- 
three different commodity plans, some of them working 
very well and some of them subject to controversy -- 
and from the producing members themselves. 

I may say in glancing over this brief, 
in which I may say I gave our people here a free hand 
in preparing, in glancing over it there are some 
things -- or one other thing -- that I might mention, 
That is the matter of price supports or subsidies. 

| I do not think we have dealt with that matter, but 

I may say this, in years gone by we did support 
certain commodities by way of subsidies and bonuses, 
noticeably in cheese and hogs at one time, and Brains 

As a matter of fact we came to the con- 
clusion that I have stressed, that that is no place 
for bonuses. We have no control over trade and 
commerce -- that is a federal matter -- and we are 
faced with conditions along our long borders that 
obtain in other provinces, and not only that, but 
grain people operate in other provinces. When 
you get into subsidies you are on pretty difficult 
ground, 

I will say this: in the days of the 
Second World War, and following, we did have bonuses 
of various kinds, but we have abandoned those for 


ee this reason. We felt it was far better for a 
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province which is limited in its taxes -- we are, 
as you know, limited to direct taxation, and then 
the federal fellows have infringed a good deal on 
the area which is supposed to be ours. That: is 
something. we have got to settle later on, but still 


I am hopeful. But we are restricted to direct taxa- 


SLOon, We have no control over banking -- that is 
purely a federal matter -- tanking and general mone- 
tary policy s-.. with the result that it would seem 


to us, and I think experience has borne this auv, 
it is far better for the province to put their 
money or put its money into things that provide for 
permanent benefit. 

We have done that as you will see in the 
brief here. Take, for instance, in rural hydro 
erectricity. We have invested in that as an out- 
right grant and subsidy around about $100 million, 

We have for instance the food market -- is that 
whet they call it? -- the terminal out here, that I 
do not think is going to cost the taxpayer anything. 
I hope not. Nevertheless, it was not possible 
without us. We did the job. We developed the 
farmers! market out there, and I do not know but 
what that has an interesting possibility. 

I do not know whether you gentlemen pro- 
pose to say anything about that or not, but of course 
as you know, the development of farmers! markets give 


other facets of things that service and help the 
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agricultural community. Do not think that the 
little corner groceryman, and so on, the general 
Store, has not served or helped the public in the 
farming community over many years, and 2 thinks 
us SCL! capable of idoing it. 

Then, we have the matter of cold sto-age, 
We did that in the cheese business, and I think that 
they were assisted very materially in the marketing 
of their products. On the other hand we have 
supplied benefits to provide the agricultural com- 
munity with good roads, and we invested immense 
sums of money in the subsidization of rural roads 
and municipal roads, which of course makes the mar- 
kets more available to the producer, Further- 
more, there is the matter of education, in which 
we have made in the last few years immense strides 
in giving equality of opportunity. SAS zh 
think it is now possible for the farming community 
to enjoy the same standards of living as the urban 
community pretty generally. My wife and myself 
have lived a good part of the year in the country, 
and I know what a great difference there is over 2 
few years ago when we carried all of the water, 
and there were no conveniences in the house and 
all that sort of thing. We have reached the 
stage now where we are just about as dependent 
on power and things that come from that as the 


city people, As a matter of face, that was 
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demonstrated recently when a sudden thunder storm 
blew down the power line, 

However, I would Say, Mr. Chatrman and 
gentlemen, that is where we have Pelt, as a province, 
we should put our money. As I say, not to attempt 
Supports, which are really beyond the capacity ef 
the province from the financial Standpoint, and when 
you get down to the elements of it, are not sound 
from an economical standpoint. Remember our boun- 
daries. We have no way in the province of stopping 
infiltration of goods into our province, nor do we 
have any control of our exports out. It seems to 
me we should invest our money as we are doing in 
things that provide for permanent value. 

I have not touched the fishing industry. 
Fishing is a matter which has been regarded in this 
province very largely perhaps as a matter of taAcu. 
Our help, of course, has been in the lines of conser- 
vation and protection. The marketing end of it has 
been pretty well left to the other level of government 
and the fishermen themselves. 

Now, Mr. Chairman, as I say I have a brief 
here. I am going to ask Mr. Gathercole and Dr. 
Patterson to give this, and I have not dcalt specifi- 
cally with any parts of it. I felt tempted to read 
the conclusion, or read the last two and a half pages, 
but I will forego that. That, I think, Mr. Chairman 


and gentlemen, is all I have to say. 
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THE CHAIRMAN: We are very indebted to 
you for your statement, We particularly appreciate 
your words on the complexity of the problem with 
which the Commission has to deal, We have prepared 
this graph that is hanging on the wall as a general 

| representation of the problem with which we are 
| concerned, It shows by means of indexes the 
changes in the prices of the farm markets and 


consumers! markets for food products, and we feel 


that this divergence of the two occurred since 1951, 
| and is essentially the problem with which we are 
concerned, 

You have referred to a variety of views, 
and I can assure you, having travelled from Vancouver 
to St. John's, Newfoundland, that diverse views are 


not confined to the Province of Ontario. There are 


other ‘versities as well. 
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We are particularly interested, I think, 
here, to hear something about the operation of your 
marketing boards, You have here more experienc 
in this region than is available elsewhere, and we 
would appreciate your comments on that. We have 
felt that some of the matters which have been placed 
before us by farm Broups are not strictly, in our 
terms of reference, which refers Specifically to 
this price spread, but in our view organized marketin 
clearly can affect the Spread, and therefore we want 
UO .Learmm about it. The same would also be true of 
Support prices, but only in so far as they may affect 
the spread, We realize this is a matter for 
another jurisdiction, but we are 2raveftul toa you 
for this statement, and we will be delighted to 
hear from you, 

THE HONOURABLE MR, FROST: In connection 
with farm marketing, all of our people here are 
experienced - - Mr. Goodfellow, Doctor Graham and 
Mr. Perkins. I imagine there are few people with 
the same experience that Mr, Perkins has in that 
remerd . Some of the rest of us have helped to 
provide atmospheres for agreement, and these people 
have operated in that atmosphere. That is what we 
have endeavoured to do, That was very noticeable 
in the difficulties we had with tobacco marketing 
last year - - last January. 


I am glad to say that things seem to be 
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pretty well composed, but I think that what was done 
there by getting the various elements working to- 
gether, we were able, I think, in a period of a couple 


of months, to achieve what most people thought was 
impossible, 

These people marketed the whole thing well 
within the time limit, and I would Say this: That 
what made it possible was the fact that we got the 
various groups working together, Sometimes that is 
very difficult to do - - something like labour relation : 
Mr. Kidd, when you run into that sort of thing. 

However, sir, I will leave it perhaps to 
Mey Gathereéle;, to deal with this. 

THE CHAIRMAN: Mnankeyou 5. MPa rest. 

MR. GATHERCOLE: Mr. Chairman, and members 
of the Royal Commission, it is a pleasure, indeed, for 
me to come before this group, and I have to confess 
that the Prime Minister and the Minister of 
Agriculture - - all more conversant with this problem 
than I am - - since specialization has come into the 
field of agriculture, and processing and marketing, 


thought perhaps we could have some specializa- 


fron in tails; L will attempt, by outlining 
the submission - - reading parts of it, and perhaps 
paraphrasing the odd other part - - and, following 


that, if there are any questions through the course 
of it, Doctor Graham with his colleagues, and with 


' the assistance of perhaps some of our economists 
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could take over, and answer any of your questions, 
either during the course of the reading of this, or 
following that. 

THE CHAIRMAN: We will be happy to have 
you proceed as you have described, 

MR. GATHERCOLE: Thank you, Mr. Chairman, 

I will commence with the first chapter 
which deals with the structure of Ontario Agriculture 
and emphasizes, too, the chenging complextion of this 
industry. 

THE AGRICULTURAL INDUSTRY IN ONTARIO: 
Introduction - Agriculture has always been Ontario's 
most important primary industry. The Province 
provides it with an ideal setting; climate is 
favourable; soil is fertile and markets are large and 
accessible, 

In 1956, the Province had a farm population 
of 683,148 -- 26 per cent of the total farm population 
of Canada -- and it received a total cash income of 
$791 million, which was 31 per cent of the total 
Canadian farm cash income, 

With 20,000,000 acres out of a total 
Canadian arable acreage of 174,000,000, Ontario pro- 
duced at least one-third of the hogs raised in the 
country, 40 per cent of the poultry and eggs, most 
of the corn, soy beans and tobacco, two-thirds of 
the cheese and very high proportions of all major 


farm products except cereal grains. 
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TABLE I 


Cash Income from the Sale of Farm Products, Ontario,1957 


($ millions) 


Cattle and Calves aes 
Dairy Products 160 
Hogs LL5 
Poultry 74 
Tobacco 70 
Eggs 65 
Vegetables 34 
All Other Crops, Fruits and 
Vegetables. 81 
All Other Livestock and Live- 
stock Products. 9 
Forest and Maple 8 
Total fe2: 


In the last 50 years, farm population has 
declined in relation to the total population of the 
Province. And in the past 25 years farm population 
has dropped absolutely -- from 800,960 in 1931 to 
bes, 148 in 1956. 

In spite of this decline in the number en- 
gaged in agriculture, together with a decrease in the 
number of acres under cultivation (23 million acres 
er oais 2O million acres in 1956), farm production 
has shown a remarkable increase. The volume of 
physical production was 31.3 per cent higher in 1957 
than in 1935-39. The increase in production per 
farm worker has far exceeded the increase in pro- 


duction by the agricultural industry as a whole. 
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The Transition to Commercial and Specialized 


Farming - Over a century ago, Ontario's farms were 
Self-sufficient family enterprises. How they are, 
Li) wie main; highly specialized businesses, using 
the latest technological and scientific methods. 

Gradually, over these 100 years, the Ontario 
agricultural industry has adapted itself to the de- 
veloping money economy of the Province and the nation, 
Increasingly, agricultural production has been in- 
tended for sale, rather than for personal consump- 
tion on the farm, 

While the output of some products has ex- 
panded greatly, statistics show that the production 
of all but seven of the eighteen major Ontario field 
crops has declined since 1926, Four of the seven, 
which have increased, have climbed very markedly. 

They are grown almost entirely for sale, Production 
of one of these - tobacco - has increased eightfold 
Since 1926, But the net result of these shifts 

has been that total farm production in terms of con- 


Stant dollars has increased, 
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TABLE II 


Index of Actual Production of Field Crops and Livestock on Ontario 


Farms (Production in 1926 - 100) 


1926 1936 1946 1956 
Winter Wheat 100 39.6 69.0 95.5 
Spring Wheat 100 situ 36.0 16.5 
Oats 100 69.8 68.9 SViane: 
Barley 100 97.0 68.8 iB tT 
Rye 100 59.6 89.9 124.3 
Buckwheat 100 79.6 49.4 23.9 
Flax 100 44.7 235.5 298n7 
Mixed Grains 100 97.4 Teo ee Lea eo 
Corn (for husking) 100 oo. 3 15579 401, 3 
corn (for fodder) 100 poet fa i 75.9 
Dry Peas 100 43,4 33.9 6.8 
Ory Beans 100 90.7 TO2n 3 i364 
Potatoes 100 93.3 89.5 66.7 
‘leld Roots 100 98.6 48.0 We Pas; 
lay 100 86.8 84.6 90.5 
ugar Beets (1) ~ 105.4 70«1 43.8 
oy Beans (2) - - 100.0 491.5 
lobacco 100 183.8 645 5 794.4 
orses 100 S9,4 10.6 222 
oultry 100 129.6 160,4 E50, 
wine 100 ise 89.3 89.2 
heep 100 92.4 (alee, AY 5 
attle 100 COL, 94.8 205s 


Ll) Information prior to 1930 not available on Sugar Beets. 
>) Information prior to 1940 not available on Soy Beans, 


urce: Agricultural Statistics for Ontario, 


Developments in agriculture have been in- 
fluenced by the industrial growth of the Province 
and the trend to urbanization, Greatly expanded 
urban markets have Siven rise to the possibility of 
extensive commercial farming, Tremendous increases 
in output per man in agriculture, plus the demand 
for workers in urban industries have made possible 


a@ large-scale drift of people from agriculture which 
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has been a factor in the rapid industrial expansion 


of Ontario, 


Technological changes and economic factors 


have been at the root of the general transition from 
Self-sufficient agriculture to Specialized, commercial 
farming, 

Ninety per cent of the Province's farms are 
now served by Ontario Hydro, Rural electrification 
has permitted the widespread use of newer mechanical 
devices and appliances on the farm, These, with the 
increasingly efficient machinery available to the 
farmer, have onabled him to meet the economic pressureg¢ 
arising out of the rapidly climbing cost of farm labou 


and the declining farm labour force, 


TABLE III 


arly AWwerage Consumption of Hydro-Eleetric Power per Farm Ontarigd, 
Census Years 1941-1956 


Year Yearly Average Consumption Per Farm 
(KWH 

1941 601 

1951 e7150 

1956, 4,598 


sourte: Economic Survey of Ontario, 1956, Ontario Department 
of Economics, 
The extent of the trend to mechanization 
is best illustrated by the figures of the actual 
number of machines on farms in Ontario, While these 
figures are not complete for each category in every 


census year, the magnitude of the change is very 


(i 


discernible, 


pat? 
ri: fi 
o os 


7 | | o- 
dl gitesniayine ‘bed ee suse ae 


ys Park 


a 


- a =, | seg 5u 
att yoareanan “Taras ead! te oon, ant. as heey in be 


sy ane 
r 
Beoudmude ,Lesikta icone oF ‘vat fivot rae on sorte oe 


ae - aw “ek i; ee oor! 0 an Aili’ *o (flLSG 19q yrealy 
| / "ee conta ed beynse Wom 
faguh ,cabgk ocis ¢ 1 re . 


*e 


Holiss LH woe? 


wiaginwk<sWe 86 wat DeetgQeahew & : heat, 2 e234. 


eny Asin auecrt arse’ ret.. O susferioas bre and Hiab 


2 
=i 
At 


ets Ay el Gatlava. yieaenvar iagiotlis <leadaxenpil 
: . La * ‘ 3th, ash ee a : 


Fy ie 


ie eAtn. acciamnse ety yy > G4 be ‘isan svat _ ToetTs = 
i Cube ERAsiGisers Sse ge i es ea 
ae r ; 7 ‘ us 
; : <7) ry iA igs tsi > GO. SMA 1 ; 
woda Lave |. bee 29 > Ou jh<. @ v i498 ey one 


ki Se 


wotot quodai mist saletsose ard Ore 
tii saan? Ps 


ame ie) ees 


ne 
: rr = : 4 i aie 
fae eh. Tea: wot op os lG-o tm ait e:, noid qtixego? Soe 
4 ° Le pea Mf. ay BOnNSC 
Fg te o ee ea * ; 1 
mic: 15 ty qubet Fi A iThse os ad Se ae 2A at ‘Ay 
——— ; gi ay 
e AY 5 
ie - 
<<; 96 Ys Gaeube simoansl 
SAAT ree) (6) ‘ ai »**o7Th) “AD ¥ av Loto, Ain - 
wee TP he 2¢ a —_s : ~ 


: nimanesa I 


etseginencaM 62 bret? 9 treeiee alle 
iae « may ; 


— ¢ 7 
it 9d bodewevllii died. Be 
cars are 


 olne® Ap sentdagm ladle 


ahs 
i b 


: _ Ni) , ¢ 4 fy 
shunt, efirie orem. 


, a « os & i¢ tT a ae Eo 7 
grove ah qiegedes moge wt STeiqnos on bey i 


ae 


gies Gi aumsio ad! io “tlegam ~it est 8 ays 
\ oo ratae ys 


— ————————————— OO ——— —— -  - i 
— 
* 
ee 
. 
bl 
5 
> 
ro 
* 
8 
' 
yo 
“* 
—* 
fa 


ANGUS, STONEHOUSE & CO. LTD, 
TORONTO, ONTARIO 


TABLE IV 


259. 


Number and Type of Machinery on Ontario Farms 


Census Years 1931-1956 
(aes 1k: oo ee 


Type o Machinery Number of machines by Year 

1931 1941 1951 1956 

iles 125 e786 1eo3 (72 114,870 T2745 321 

Motor Trucks 14,586 Waa ews 41, 486 ee Oo) 

Tractors 18,993 35,460 TOS OOH 136, 062 

Gas Engines 45 380 32,001 20,243 24,289 
Electric Motors 9,604 40,137 84,679 - 
Threshing Machines 8,490 9, 094 46 = 
Grain Hinders 124,561 - 85,135 - 

Combingds ~ 796 TOlO3) 16,644 
Milking) Machines 4.105 - 50, 740 ~ 


Census of Canada, 1951, 1956, 


Other factors Such as a preference for 
machines, a desire to eliminate various non-monetary 
problems connected with hired labour have reinforced 
the economic motivations leading to the acceptance of 
machines and the mechanization of farming operations, 
The very existence of a particular machine invites 
the farmer to begin Using Aeie 

In the past few decades and particularly 
in periods of seb Micdl employment, higher industrial wages 
have drawn Many of the farm labourers into the factorids 
of the towns anid Cities of Ontario, TO compete in 
the labour market, farm operators have been forced to 
Farm wages in 1957 were four~and- 


increase wages, 


one-half times as high as in 1940, 
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TABLE V 


Average Wages of Male Farm Help in Ontario 


Year Per Month Year Per Month 
with Board 


1940 $22 1948 
1941 28 1949 
1942 38 1950 
1943 46 1951 
1944 pal 1952 
1945 54 £953 
1946 5y6 1954 
1947 64 1955 

1956 

1957 


under cultivation in Ontario have declined over the 
past 30 years, the average farm has enlarged, This 
has been possible because of developing mechanization. 
The trend toward larger farms has resulted also, in 
part, from the attempt to secure 4 proper technical 
fit between implements and land. This trend has not 
been universal. In 1951 less than 16 per cent of the 
farms in Ontario accounted for nearly half the farm 
acreage, The remaining 84 per cent of the farmers 


were operating on substantially smaller farms, 
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TABLE VI 


Number, Area and Average Area of Farms in Ontario 


Census Years 1871-1956 
a OY ee 


Average 
Year No. of Farms Area of Farms Area of Farms 
aewes acres 
Lowa 172,258 16,161,676 93.8 
1881 206 , 989 19,259,909 93.0 
1891 216,195 21,091,698 Were 
1901 204, 054 21,349,524 104.6 
cme Wa 212,106 22,171,785 104.5 
1921 198, 053 22,020,901 1143 
1931 eee ig@l 22,840,898 pe Wesane) 
1941 L(c, 2 Ou ere crenciesl Le5uo 
1951 149,920 20,8380, 054 13S 42 
1956 140,602 19,879, 646 Zoi 


The extension of electrification and 
mechanization has been accompanied by growing 
epecialization. Mixed farming has, in the past, 
been the main method of farm production, Because 
of the economies involved in the use of machines 
and electrical devices, specialization in the produc- 
tion of particular crops and livestock has become 
increasingly important in the past few years, In 
addition, specialization has allowed the farmer to 
take advantage of scientific improvements in 
agriculture and to obtain the Maximum degree of 
efficiency that comes from newer machines, Production 
per man and per acre have shown marked advances as a 
result of specialization. 

Problems Raised by the Transition - The 
movement toward specialization and commercialization 
has created problems in the inter-related realms of 


financing, production and marketing, 
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This trend has increased the vulnerability 
of Ontario's farmers to drastic price changes, In 


contrast to self-sufficient farmers, and in some 


degree to mixed farmers, commercial farmers have 

high cash expenses, with few opportunities for icost 
cutbacks in periods of uNnvarourable prices, With 
growing Specialization, farmers lose flexibility in 
crop production; they are less able to Switch from 
one product to another to meet changing conditions 
without major reorganization, (See Appendix 2, Tables 
Banat 1.) 

Large-scale and Specialized production 
also calls for the use of efficient farm management 
techniques and cost exe) ghey aieye Ue Improved credit 
facilities are necessary to finance the larger and 
more expensive operations demanded by commercialization 
and specialization, Without access to considerable 
credit, a young man cannot establish a specialized 
farm of sufficient size to afford him a Satisfactory 
income, Nor can an operating farmer successfully 
change his production methods, 

The problem of financing has contributed to 
considerable vertical integration or contract farming, 
Particularly in the fields of livestock and poultry 
feeding, 

The concentration of large numbers of live- 
Stock and poultry and the almost continuous cropping 


of land with the same crop have introduced new 
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problems of desease and disease control, 

In marketing, new problems have been created 
in cold Storage, ware-housing, Srading, transportation, 
packaging, The growth of large, off-farm marketing 
organizations has raised problems of bargaining and 
has led to conflicting views on the size of and 
Justification for Marketing margins, 

The largest Single problem faced by the 
farmer is the decline of his net income from farming 
Operations since 1951-52, While farm cash income 
in aggregate has tended toward Stability since 1951-52, 
there has been a Steady increase in costs, with small 
yearly variations, since the end of the war, 

Ontario Government Action in Meeting the 

eet Meeting the 
Problems of Transition - The Provincial Government 
through the Department of Agriculture offers a 
variegated program of assistance and Support to 
aerieul tare’, The Ontario Agricultural College and 
the Ontario Veterinary College, as wel] as other 
agricultural Schools, are maintained by the Govern- 
ment, at a total cost of $10.7 million in the current 
fiscal year, The Department of Agriculture supports 
a number of research institutions (These institutions 
are discussed in greater detail in Chapter III) where 
technical and disease problems associated with large- 
Scale and specialized production are under constant 


investigation, 
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The Government is Sponsoring various manage- 
ment studies, including the analysis of the accounts 
of many farm operators, aimed at assisting Ontario 
farmers to achieve more effective use of their farm 
resources, More than 150 professional extension 
workers are employed by the Government to aid indivi- 
dual farmers in solving their various problems, 

Rural electrification has been pressed for- 
ward vigorously by the Government, which has paid up 
to 50 per cent of the cost of building lines and in- 
stalling electrical equipment in rural areas. Since 
1944, the Government has contributed $93 million in 
Subsidies to extend the benefits of electric power 
to the farmers of the province, 

To help young farmers purchase and operate 
economic-sized farms, the Government set up the 
Junior Farmer Establishment Loan Board, Since its 

inception in 1952, this agency has loaned almost 
$20 million. The OAC has held numerous schools 
for bankers to familiarize them with farm credit 
requirements, 

In 1957 the cost of direct assistance tO 
farmers from the various branches of the Department 
of Agriculture totalled over $1 million. Almost 
$400,000 was granted in 1957 for the construction 
of community centres alone, 

The Government helps the farmer in the realm 


of marketing by backing the construction of food 
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terminals, cold storage, warehousing and other physi- 
cal facilities associated with the marketing process, 
It provides grading and inspection services for many 
farm products, assuring equity to all parties in- 
volved in the marketing process -- from farmer to 
consumer, 

Enabling legislation has allowed the 
establishment of marketing boards responsible for 
the sale of some 30 farm products, The boards 
have introduced a greater degree of order and 
stability into the marketing of these products, 
and have given farmers greater control over the 
prices of their products. While complications 
and problems arise from time to time, every effort 
is made to solve them, Doubts about the legality 
of the province's marketing policy were resolved in 
January, 1957, by a decision of the Supreme Court 
of Canada, 

Numerous research studies, whose re- 
Sults will mean further advances in the field of 
marketing, are going on under the sponsorship of 
the Government. (A more detailed survey of the 
activities of the Ontario Government can be found 
in the next chapter, ) 

Agriculture in Northern Ontario: 

Northern Ontario is best known as an area 

of vast forests and rich mineral reserves. But 


agriculture has always played a significant part in 
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its economy and promises to be even more important 
in the future, The development of forest-based and 
mineral industries and the resulting population in- 
crease are enlarging local demand for agricultural 
products. 

The following tables set out the principal 
field crops grown in 1957 in Northern Ontario and the 
number of acres devoted to their cultivation, ine 
number and value of livestock and poultry have also 
been listed: 

TABLE VII 


Acreage and Farm Value of Selected Field Crops in 
Northern Ontario, 1957 


1957 
Field Crops Acres Farm Value 

$' 000 

Hay 365, 000 8,835 
Oats 133,000 A197 
Mixed Grains 23,000 894 
Potatoes 6,500 aie 
All other field Crops* 14,500 567 
Total 542,000 15,966 


* Excludes Sugar beets, tobacco and seeded pasture, 


source: Agricultural Statistics for Ontario, 
1957, pp. 58-74. 
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TABLE VIII 


Number and Value of Livestock and Poultry in Northern 
Ontario, 1957 


ae ait 

Number Value 

Cattle 158,840 a ho 
Horses 9,100 A329 
Swine 26,600 819 
Sheep and Lambs 41,000 706 
Poultry 844,660 984 
Total LO, 32 


(Figures as of June 1, 1957) 


source; Agricultural Statistics for Ontario, 
1957, pp. 97-98. 


The Northern Ontario farmer has to cope 
with a number of problems peculiar to his region, 
The climate in which he operates is more rigorous 
and the growing season is shorter. If he seeks to 
open up new farm land, he must usually embark upon 
the difficult task of clearing trees and stumps. 
Many years may go by before such land is suitable 
for the production of crops. His markets are 
generally widely scattered and his transportation 
costs tend to be higher than in Southern Ontario, 

To help the farmer overcome these handicaps, various 
forms of assistance by the Provincial Government 
are available to bona fide farm operators. 

Provincial aid in the clearing and break- 

ing of land: The Government pays to bona fide far- 


mers 50 per cent of the cost of clearing and breaking 
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land up to a maximum of $25 per acre, on condition 
‘that the money so granted is used effectively for 
the purpose intended, 

Provincial assistance in securing water 
supplies: Bona fide farmers are eligible for 4 
Subsidy equal to 50 per cent of the cost of drilling, 
easing (or cribbing), trenching and piping wells, or 
of digging, trenching and piping other sources of 
water. Maximum subsidy is $300.00 while no subsidy 
will be granted where the total cost is $200.00 or 
Less. 

Provincial assistance in connection with 
the purchase of weed control equipment: An amount 
equal to 50 per cent of the cost of the equipment and 
50 per cent of the freight charges to destination 
(total grant not to exceed $350.00 and provided a 
grant has not been reccived on the equipment from 
another Department of the Ontario Government) is 
offered on sprayers purchased by cooperative 
organizations, incorporated under Part XII of the 
Companies Act, a municipality, or an improved 
District, 

Provincial aid for the production and 
marketing of potatoes: To encourage improved prac- 
tices in potato production and marketing of potatoes 
in Northern Ontario, the Ontario Department of 


Agriculture offers the following assistance: 
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-—~ijiuy Der cent of the freight charges to 
destination on potato grading machinery and 
equipment purchased by cooperative organizations. 
(The maximum grant is not to exceed $350.00. ) 

-~- fifty per cent of the freight charges to any 
point in Ontario of certain grades of seed 
potatoes, 

Freight assistance in connection with the 
transportation of breeding cattle: Generally, in 
order to be eligible for aid in the transportation 
of breeding cattle, the farmer has to purchase his 
stock in "Old Ontario”. The amount of the grant is 
laid down in a schedule and varies between $8.00 per 
head for points in Muskoka District (which for this 
purpose is considered to be part of Northern Ontario ) 
and $28.00 per head for points in Kenora District, 

Assistance on transportation of approved 
limestone: The Ontario Government, the Federal 
Government and the railway companies cooperate in 
enabling the farmers to have ground limestone -- used 
to correct. soil acidity -- transported at a reduced 
freight rate. The railways have established a 
rate which is approximately 25 per cent below the 
standard tariff for limestone. The Governments of 
Canada and Ontario provide a subsidy amounting to 
75 per cent of the reduced rate. The assistance 
on truck shipments amounts to 5 cents per ton per 


mile from the approved source to the farm up to a 
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maximum of $2.00, 

Other forms of assistance: Apart from 
the foregoing specific forms of Government assistance, 
the farmers in the north as well as their colleagues 
in the southern regions have the expert assistance 
of the members of the extension branch of the 
Ontario Department of Agriculture, The Province's 
demonstration farms at New Liskeard and the Strath- 
clair Farm at Sault Ste. Marie experiment constantly 
to find solutions for agricultural problems in the 
north, from which the farmers can benefit. An 
important factor, which has offered a considerable 
contribution to agricultural development in Ontario's 
north, is the programme of rural electrification im- 
plemented by the Ontario Hydro-Electric Commission, 
In the period 1951 to 1957 the number of miles of 
primary lines constructed by the Commission in 
northern rural areas was almost doubled from 25995 
to 5,873, whereas the number of rural customers 
more than doubled from 22,095 to 51,457. 

CHAPTER IT 


The Development of Orderly Marketing Programs 
for Primary Food Products 


Marketing Cooperatives 

Marketing cooperatives have been estab- 
lished for various reasons: to provide a service not 
previously available or satisfactory to producers or 


to maximize net returns. 
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In Ontario there are marketing coopera- 
tives in most areas of farm marketing, especially 
butter, cheese, concentrated milk, poultry and 
cash grain. None of the Province's marketing co- 
operatives has, of course, approached the spectacu- 
lar growth of the Western Wheat roogrs. In general, 
cooperative marketing activity in Ontario has 
developed for those products which are widely con- 
Sumed but on which marketing margins are relatively 
the smallest. 

Cooperatives have made a considerable 
contribution socially as well as economically to 
Ontario agriculture. They have been training 
grounds for leaders of other farm organizations, 
particularly marketing boards. 

So far, their greatest contribution has 
been in purchasing farm supplies, rather than in 
cooperative marketing. But this latter phase is 
receiving increased attention. 

Farm Marketing Boards 

The Ontario farm marketing program is 
unusual in that any producer group has a choice of 
two forms of organization in developing a marketing 
plan, It can set itself up as a marketing agency 
or single sales agency corporation, or it can follow 
collective bargaining procedures. 

Marketing Agency Group: Under the 


marketing agency system, prices and conditions of 


7 


eae SntteniAe, wee, wraitl r 


vs. Umea ak AS oat naa’ 
Unig SeOHAg 


See ee. he 


cbieediien Si Baty ail Gee ‘goa’ LT 19 non asivetantae 


prieki tata’! Ria a 


u aul uns en Ca Bh Ad 9 V ds a 


shipase faba los. it he one 


Ya ctod faiee 


15 , - = 

/ 2 7 

vsel Lien heres 

sf ae Rito -. oiiah, SoU ed ! YOCD. 


ie [14 “ee \ i 
bed [ ran YOU! i eee. 
a = nee 
ins Sie) @ rin << 4 4 
7 a had ; 
Le, We. Sex .L = ’ 
7 =! ape ps] Li os uL 
es i 
| 
i 
* 
> = hop a 
A eee) ee 
’ 5. [ 
e Reese 6 OVS a = 
Nag ! oie 
* ‘a ny & a 
~ ; behatatne, 
as 4 + Sate aS or ete i “ 
? 
$2 
mel v ( 
” = - s ' i 
oe ° eat Ae » al 
DPS ane al a 
- : , 
’ ws 
= ' i 
j ss 
a » 
de . 
a ee} 
L] a = ‘1 4 
: . 
sai? Oh Peete Stem, bee 


ps te ssi08 bien .sngiid 


pate: ang ay, Pee 


st Eons. Tony, ori 34 1 . 


f_galyewied avbdawedoe | ni: 


We eytsrnay (hate bie Ye! 


>. 7 EBB O rant 
oer! bs) 
j : ® 
‘ ro he 1 ; 
rt e 
uo hi 
rs he > oy 
icone 5 
aiI48 a La 
ee y 
Sah 
ine: so AY 
ay Un 
io, in @ 
rd :. Fj 
Fionn ihe 
in , 4 
: ‘ a 
? ‘ 
( ," sod 
x * Py 
¢ 1 
af + i a 
1 
J Gs fils 
¢ ». Ss a2 
© ca 
7 * 
1" he 
z “% 
ie apis Yoel 


an" a : 
ae A, Y ee 


3 saan sO 


gt Aaa 


f aide = 


lod 


ai 
t 


=f SOR, aod hee alle 
us ( 


fi4 lity ao fant Hoagie 


ioe Hor s0 Saas 


ie oe ~<a 


ANGUS, STONEHOUSE & CO. LTD. 2504 
TORONTO, ONTARIO 


sale are set from day to day by producer-controlled 
corporations which have been designated as sole 
selling agencies for the farmer, COnt¥rol, af not 
title, of the regulated product is transferred from 
the producer to the sales agency which has full 
trading powers over the marketing of the regulated 
product, 

While it has been employed in Western 
Canada for some time, agency marketing has a limited 
hisvory in Ontario. Iwo products -- hogs and 
peaches -- are now marketed in Ontario under this 
System whereby the marketing agency controls the time 
and place at which the product is sold, 

The agency marketing system in Ontario has 
from time to time given rise to problems. Inasmuch 
as it requires the farmer to place his product at the 
disposal of the ovganization which determines when 
and where the product is to be sold, an effective 
agency marketing arrangement necessitates a large 
degree of unanimity on the part of the farmers, who 
are individualists by nature, However, efforts are 
constantly being made to reconcile points of view, to 
solve problems and to build confidence. As was 
recently demonstrated in the province-wide vote on 
hog marketing, a large majority of Ontario farmers 
is devoted to some program of organized marketing of 


their products. 


Collective Bargaining Group" Under the 
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collective bargaining sales system, the regulated pro- 
duct is owned by the farmer and is marketed by him 
where he chooses, subject to the agreement or minimum 
price and conditions of sale negotiated for him by 

his marketing board, There are now in Ontario 16 
collective bargaining marketing plans, through which 
regular negotiations are conducted on 28 crops, having 
an annual farm value in excess of $250 million, 

Tobacco, 20 fruit and vegetable proces- 
Sing crops, Sugar beets, seed corn, soybeans, cream, 
cheese, whole milk, condensed and powdered milk are 
marketed in this fashion. 

The effectiveness of collective bargaining 
has been thoroughly demonstrated in other places, 

It introduces into the price structure a stability 

never previously enjoyed by farmers, Even before 

many canning crops are planted in the Spring, their 
producers know the prices which the processors will 
pay for them on delivery in the fall, 

One of the noteworthy results of the col- 
lective bargaining system is the discovery that the 
orderliness which it introduces into marketing con- 
fers benefits not only upon the producer but upon 
the other parties to the marketing process, Ine lug ine 
the consumer. Within this area of mutual agreement 
and identity of interest between producer and buyer 
lie opportunities for increasing returns to producers 


°—| With no equivalent increase in cost to the consumer, 
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Marketing boards have been able to secure 
for their members improved contracts and terms of 
trade. They have eliminated previous arrangements 
in which processing company lawyers, naturally 
biased in favour of their employers, drew up the 
production and delivery contracts. 

The boards, with the active aid of the 
Department of Agriculture, have promoted greater 
standardization of contracts, of methods, of 
products, of packaging and selling techniques and 
SOON. This tends to reduce producers! costs. 

Marketing boards probably have some 

specific effects on internal farm business. A 
negotiated minimum price has stabilized price so 
that many producers can more effectively plan pro- 
duction -- what to produce, as well as how much, 
In addition, these plans may have speeded up the 
process of specialization, giving a fuller oppor- 
tunity to use and benefit from modern farm manage- 
ment principles. 

The existence of these boards means that 
the farm business operator in Ontariohas the means 
to deal with crucial problems that arise and are 
beyond his individual control. 

Marketing Information 

While Ontario farmers, like their counter- 

parts in other industries, base their production 


plans largely upon price regulations and expectations 
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of profit, they, in common with agriculturalists 
everywhere, frequently encounter problems of over- 
production, and consequently of price instability. 
Ontario farmers are not Significantly dependent 
upon external markets, where adjustments are most 
severe, but they still must make judgments aimed at 
balancing supply and demand. 

Satisfactory judgments can be made only 
On thew basis om the marketing information available 
to farmers, It is reasonable to suppose that where 
individual farmers are better informed on the forces 
operating behind current market prices they can act 
to minimize production fluctuations and can there- 
fore assure themselves higher levels of farm income. 

The Ontario Department of Agriculture is 
giving leadership in the provision of marketing infor- 
mation, It may be of a general nature, dealing with 
economic conditions and population developments, or of 
a specific nature, relating to particular products 
in a particular market. 

Reference data of a general nature would 
appear to be sufficiently available to anyone who 
wishes to make use of them, In recent years, atten- 
tion has primarily been given to the provision of 
Specific information and it is being compiled by 
government agencies, farmers! organizations and 
marketing boards and agencies. This has not only 


helped to stabilize farm prices, but also to reduce 
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the variations between incomes of individual farmers, 
all of whom have access to the same information. 

Recognition of the paramount importance 
of a balanced supply and demand situation has led the 
Ontario Department of Agriculture, through its Farm 
Economics Branch, to compile information on prices, 
production and movement of products within the 
Province's markets. Findings are made available 
to farm organizations, marketing boards, farm opera- 
tors, and, at times, to the general public. Rela- 
tive prices are an important guide to farmers in 
selecting those products which are most urgently 
needed by the economy. In order to prevent losses 
in income due to maladjustment, the Farm Economics 
Branch has made comparisons of the relative returns 
that can be expected from different crops. These 
marketing studies have been concerned mostly with 
dairy products, fruits and vegetables. 

On the Federal level, the Department of 
Agriculture publishes similar information on farm 
products, including those which move from one pro- 
vince to the other. In cooperation with the Mar- 
keting Service Division of the Federal Department 
of Agriculture and provincial authorities, the 
Dominion Bureau of Statistics publishes various 
statistics relating to agriculture. 

The marketing boards also play a part in 


helping to solve the problems of adjustment in 
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agriculture, Through these boards, farmers have 
access to expert opinions which were not previously 
available to the average farmer. 

The fact that group efforts are being 
made to provide detailed information and outlook 
services for farmers does not mean, “of course, that 
the problems of agricultural adjustments and eyclical 
variations in farm incomes have been solved. It 
does mean, however, that to an increasing extent 
the farm operators in Ontario have the means to 
deal with these problems, which are beyond their 
power as individuals. 

Grading and Inspection 

During the past ten years, increasing 
attention has been given by the industry to the 
proper grading, packaging and marketing of fruit 
and vegetables in Ontario. 

Regulations, under The Farm Products 
Grades and Sales Act, specify the requirements 
for produce sold within the province. These 
regulations are based on the demands of the growers 
and the trade to ensure that produce is presented 
to the consumer in the most acceptable manner and 
can thus compete favourably with canned or frozen 
products and other food products, thereby securing 
a reasonable share of the consumer food dollar. 

Fruits and vegetables have been given an 


increasing amount of preparation or treatment throug 
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the years in an effort to reduce peradshability, 
Ontario has taken the lead in establishing standard 
weights for consumer packages and has done much to 
aid in proper pricing and elimination of misrepre- 
sentation, 

The extra steps being taken have added to 
the cost and constitute an important factor when 
considering costs of marketing and price spread be- 
tween the producer and consumer, 

In addition to providing regulations cover- 
ing the grading, packing and marking of produce it 
is, of course, necessary to provide adequate inspec- 
tion to ensure that the regulations are uniformly 
adhered to throughout Ontario, Application of the 
requirements aids proper pricing and orderly mar- 
keting. 

Inspection services are administered, 
under the authority of The Farm Products Grades and 
Sales Act by the Markets Branch, Ontario Department 
of Agriculture, with the assistance in some areas of 
the Dominion Fruit and Vegetable Division, whose 
inspectors are given the necessary authority under 
the Ontario Act. Dominion inspectors are mainly 
concerned with produce moving interprovincially or 
for export. Retail inspection of farm products, 
is carried out in the cities of Toronto, Hamilton, 
London, Ottawa and St. Catharines. This service 


is being expanded. 
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The Provincial service Operates three 
closed inspection areas in the main production 
districts of Essex County, the Niagara Peninsula 
and Holland Marsh, all of which are controlled by 
highway inspection stations on the main arteries, 

In addition a highway station is operated at Graven- 


hurst to check all fruit and vegetables moving by 


truck into Northern Ontario, 

Provincial inspectors are also located 
in the other production areas and at wholesale and 
terminal markets. 

A good deal of request certificate inspec- 
tion is carried out by Dominion and Provincial in- 
spectors, covering truckloads or carloads of produce 


moving within or outside of the province, 
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The Ontario Food Terminal - The provision 
of adequate food Storage and distribution facilities, 
particularly where there are heavy concentrations of 
population, obviously has a Significant effect on 
the price spreads of food products, 

The construction of the Ontario Food 
Terminal in Metropolitan Toronto, which was built 
with the assistance of the Government of Ontario, 
is a case in point, Until the establishment of 
this food terminal in 1954 farm produce was received, 
Stored and distributed in a market designed for horse 
and buggy traffic and for a population which 75 years 
ago was only a fraction of its present size. Ware- 
houses and marketing facilities were in a poor state 
of repair and totally inadequate in size, Cold 
Storage was extremely limited and food Spoilage was 
high, Streets were narrow and congested and trans- 
portation difficult, tedious and Slow, 

The Toronto wholesale food market is of 
concern to growers and consumers in the area from 
the Head of the Lakes to the Atlantic. It derives 
its importance not only because of the great tonnage 
of food that passes through it but because of the 
fact that the prices established in this market 
influence domestic prices for a vast area nearly 
3,000 miles wide, The Toronto fruit and wholesale 
produce market is the price barometer of produce 


from Fort William to Halifax. It should therefore 
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reflect the competitive supply and demand situation 
and possess efficient facilities that will avert 
unnecessary handling and other functions which add 
to the extent of the food marketing margin, 

The Terminal, opened July 1, 1954, occupies 
a 5O-acre market area. Its facilities include an 
8-acre Farmers' and Truckers! Market for 800 trucks, 
an S-acre Railway Yard with a holding and switching 
Capacity of 225 cars, public car and truck parking 
hace Miutes for h,000 vehicles. 

The Terminal Market Building contains 42 
Stores for wholesaling fresh fruits and vegetabls, 
20 stores for special operations such as banana and 
tomato ripening and vegetable pre-packaging, and the 
largest one-floor cold storage plant in Canada. 
All stores and the cold storage have direct access 
to covered front and rear docks and to railway sidings. 

The cost of constructing the Terminal was 
advanced by the Ontario Government on a 30-year 
amortization plan secured by the rents from 30-year 
warehouse leases with the produce trade, annual 
leases for office space, stall fee from the Farmers' 
and Truckers! Market section; revenue from the cold 
storage plant and from the sale or lease of various 
concessions, Ultimately, the Government capital 
advances will be retired. 

Since the Ontario Food Terminal came into 


operation its facilities have been leased to capacity, 
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its bonded indebtedness has been fully serviced and 
the increased efficiency resulting from spacious and 
modern facilities has benefited every section of the 
community through the freshness and variety and 
' 

Speed with which fruits and vegetabls, domestic and 
imported, have been handled through to the retail 
trade and ultimately to the housewife. 

CHAP 0 Lis AGRICULTURAL RESEARCH AND 
HDUCATION - A close relationship between research 
and education is essential to any industry intent on 
applying to its problems of production the most re- 
cently developed techniques and equipment. Recogni-~ 
tion of the importance of this is well exemplified 
by the efforts of the Ontario Department of Agriculture 
in respect to Ontario's agricultural industry. 
Through the inter-relationship of the Department's 
Farm Beonomics and Statistics Branch, its Extension 
Branch and the Ontario Agricultural College, Schools 
and Experimental Farms, it is able, by means of 
education courses and information services,to transfer 
to the Ontario farm population the latest results of 
scientific and economic agricultural research, 

The Ontario Agricultural College and the 
Smaller experimental and demonstration farms, which 
Operate under the general control of the Department 
of Agriculture, are responsible for most of the 
Scientific research. O.a.G., particularly. cerricad 


out the basic research done on such subjects as 


——— a 


“EN whith ; Jo 460g, ‘ip ond ideag Age Ba otig lage a 
i ; 40. i ee 


Bete Ihe : ; iy sree | : 1. 6S BSS no Lseoehee 


ial san ihe Gh: ah) lear! <on othe 


Pity i oe eo avn: midteaaeeat neck Sail 
| _ _. 
ths ofO 8 Gey ito aad ltd vittas 7 - 

iy 


béc o()oom.S , Stare) ie site Agtau fe 58 


j - 
ivr Shiv Be Sie eis haan need evan badsogmt” 


¢ & , 7 : 
WO welt Cay tater te bone -shery ” 


Ma WOM MC WK ROTORS: ote eA 


‘ eae 
ay fal ca} 


roe veo lr * ” Merci ses OE 


) think gets) sity Gat Caithness wey ‘ol  Aeeube: ti | 


: . ts 
ALS Sah 


vf 2 Ags Inte es bp drwiees begolcvel elas «2 

Bo VJ irs YT (eeu. Tal “ag SsSons tog ruse ae Noe 3 
* : u4 h j ye oi seen a 
ine Sara 


its wehieray o2 “TOG eee te ae 
L Pguveeta i ‘ait to yédado fi, (ot~tatee’ on ese 

MB AAT: tally: = cigs 1a .coiceisete bow Bodie Ss “uni wr 
foonot: . jtiod.- das ivelyoh. atseto0 eff baw readges 


' old ti ,ewted Letisarpcaoiey 


Pe ty 7 te) PLY ss faa in = vugQagd hia Fe | ore Pre wi 
ico aelit:) Ley! woidat (A300). act! 
foley’ ,Wivial) op. 2e07 Sites. bos—tasnpmiiegs$ | 9Ssiie 


oe « i i; 7 oe! y 
J¢ thon Si, at : a i My, aoe 49 ? ‘ eels >| ariz Seis a7. 9° ; 7 | 


» 
v 


of ff JHOM- WL CLF dapQees Sis... MILLS Se 


Si37TSS , bape 


” 
& 
> 


ss ital slotidag’ bth Ge bp 


ae Joel) Sale oe oct Sotegget Olsed sity 
; ee hae My 


2635 


ANGUS, STONEHOUSE & CO. LTD, 
TORONTO, ONTARIO 


livestock, breeding and nutrition, fundamental 
chemical studies, crop improvement, soil fercilicy 
and erosion and plant disease, insect and weed 
SOnUPOL < The research function of the experimental 
and demonstration farms is mainly the application, 
testing and development of the results of the basic 
Research. 

In the field of economic research, a major 
role is played by tre Farm Economics and Statistics 
Branch of the Department of Agriculture, Its main 
task is "developmental research" -- i,e,, the 
establishment of standards of operating efficiency 
with special reference to farm management and account 
ing, production levels, and price margins. In co- 
operation with the 0.A.C. it provides skort courses 
of instruction in connection with the Department's 
extension program, and an advisory and information 
service, The 0,A.C. contributes to economic re- 
search through studies of various phases of the 
economics of farming, and carries out statistical 
and farm accounting studies. The Experimental 
and Demonstration Farms again serve as the practical 
testing ground where new methods are applied and 
developed. 

Research without eventual application is 
pointless, Therefore, in order to ensure the 
continuing co-operation between research and ex- 


tension there exists the Agricultural Economics 
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Co-ordinating Committee, Two senior staff members 
each of the Farm Economics Branch and of the 
Agricultural Economics Department of the Ontario 
Agricultural College meet monthly to co-ordinate 
research and extension activities, This arrange- 
ment obviates the possibility of overlapping activities 
and gives better planning for the research of both 
bodies, The degree of co-operation between research 
and educational facilities is evident also from the 
extent to which sections of the Extension Branch 
(whose education function is to be discussed below) 
call upon 0O.A.A.C. and the Farm Economies Branch to 
carry out research in which they are particularly 
interested, 

The function of education is carried out 
for the Department of agriculture chiefly by the 
Colleges and Schools, the Extension Branch and the 
Agricultural and Horticultural Societies Branch, 

The Ontario Agricultural College, MacDonald 
Institute, The Ontario Veterinary College, The 
Kemptville Agricultural School and the Western 
Ontario Agricultural School and Experimental Farm 
provide courses of instruction in the agricultural 
Sciences, Their classroom study is combined with 
practical training in specialized subjects. Perhaps 
even more important than the regular courses of 
instruction are the extension activities carried out 


by these institutions, At 0.A.C., for example, 
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members of the College staff in all departments 
are consulted throughout the year by individuals and 
organized groups, In addition to this and their 
regular teaching duties, the staff takes part in 
public information programs, visits farms to deal with 
individual problems and prepares bulletins and 
circulars for the press and other farm journals, 
Through all of these functions carried on by the 
Colleges and educational institutions the agricultural 
population receives the benefit of their most recent 
research. 

The Department of Agriculture has its 
own Extension Branch which provides more Specialized 
educational services, The Agricultural Representative 
Service offers information on such Subjects as live- 
Stock improvement and soil and crop improvement, 
gives assistance to Northern Ontario farmers, teaches 
night school, acts as judges at fairs and ploughing 
matches, and generally provides publicity for the 
farming community. In addition, through its field-— 
men, the Department of .griculture's policy on 
Specific items is relayed to the farmer. The Home 
Economics Service, Fruit and Vegetable Extension 
service, Tobacco Extension Service and the Agricultural 
Engineering Service also perform services of a similar 
nature in their specialized fields - embracing Junior 
Extension work, information service and technical 


assistance, The close relationship of the Extension 
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Branch with the research activities of the Colleges 
and Schools has already been indicated, 

Finally, there are the activities of the 
Agricultural and Horticultural Societies Branch whose 
educational function is shown particularly through 
its direction and assistance to agricultural] and 
horticultural societies, It also administers grants 
provided for these organizations. 

The following diagram shows clearly the 
way in which, under the general control of the 
Ontario Department of griculture, the research 
activities of the Schools, Colleges and Farm Economics 
Branch are related to the agricultural education 
made available to the Ontario farmer through class- 
room study, extension courses and the Department's 
Extension Branch, 

CHAPTER IV: PROCESSING AND MARKETING FOOD 
PRODUCTS IN ONTARIO - The importance of the entire 
processing and marketing function has been accentuated 
by the trend towards large-scale specialized farm 
production, the growth of large centres of population, 
Sometimes at considerable distances from the farming 
areas, the development of refrigeration and modern 
packaging and the increasing diversity of consumer 
wants, All these factors have combined to effect 
a transformation in Ontario's food products industry. 

The Food Processing Industry: The food 


processing industry in Ontario plays a vital role in 
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the Ontario economy, The major part of the agricule 
tural output mast undergo changes before it is able’ 
to catisfy the demand of the ultimate consumers, 
Agricultural products constitute the raw material 
which the processor uses in the manufacture of 
particular food products, To the raw material 

must be added capital, in the form of extensive 
machinery and plant, labour, and managerial skill. 
After processing, the resultant DrOdUGE sein =e 

form which can be utilized by the consumer. 

The food processing industry is dependent 
upon, and has been augmented by, the extensive and 
varied agricultural output of the Province. The 
buying public, having high and expanding levels of 
personal disposable income and enjoying a high stan- 
dard of living, can demand a rich variety of processed 
foods, The population of the Province, approach- 
ing 6 million, provides the largest single market 
for processed food in Canada, Together with the 
diversity of our farm output, the existence of this 
large and expanding market has led to a concentra- 
tion of Canada's food processing in this Province. 

Although Ontario has only 34 per cent of 
Canada's total food processing industries, the gross 
selling value of its food processing establishments 
forms, on the average, well over 40 per cent of the 
Canadian total. In the case of food and vegetable 


preparations, Ontario firms account for 67 per cent 
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of the total, and in the case of prepared breakfast 
foods, over 90 per Serb. Various statistics on 
these products are shown in the following series of 
tables. 

TABLE IX 


Number of Establishments in selected Food Processing 


Industries Ontario and Canada 
ee ee ee! ee bee 


1956 

f Industry No. of Establishments Ontario as Z 

Canada Ontario of Canada 
Products 1,468 478 32.5 
and Vegetable Preparatims 446 196 43.9 
tering and Meat Packing 154 a8 Be 
and Other Bakery Products 2,624 34g 32.4 
t 46 13 23:62 
ed Breakfast Foods 18 vi 38.9 
tionery 275 96 34.9 
laneous 301 110 36.5 

Dee 1,804 Be. 

TABLE X 


Gross Selling Value of Selected Food Processing 


Industries Ontario and Canada 
= ett an Vana 


1956 
Gross Selling Value 

Of Product Ontario as &% 
Industry Canada Ontario of Canada 

(4 thousands) 
roducts 551,753 202,221 36.6 
id Vegetable Preparatims 249,881 168, 449 OF. 
‘ing and Meat Packing 844,889 S383 2 ie Bree 
id Other Bakery Products 306,805 128, 405 41.9 
| 76,610 32, 941 43.0 | 
. Breakfast Foods 30, 968 28 , 025 90.5 | 
“onery 196, 066 68 , 362 34.9 
‘neous 334, 668 133,450 40.0 | 
ate Food Processing 2,591,673 1,094,124 42.2 — 


Ps) Selling Value of Product is the value of shipments rather 
11 value of production, 
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frends,.in: the Processing Industry: As in 
many other lines of business, the number of establish- 
ments engaged in food processing has declined in 
recent years. The only branch of the industry to 
Show an upward trend is confectionery which indicates 
arise from 82 establishments in 1949 to 96 in 1956, 
In all other divisions of the food processing industry 
the number of firms has fallen, The average value 
of business carried on in each establishment has, 


however, substantially increased. 


TABLE XI 


Number of Establishments and Gross selling Value of 
Product in Ontario 1949 - 1956 


(Eight Industries in the Food and Beverage Processing 


Group ) 
Number of G.S.V. of Product 
e of Industry Establishments 1949 1956 
1949 1956 ($1000) 
ry Products 706 478 159,377 202,221 
it and Vegetable Preparations 210 196 95,224 168,448 
aghtering and Meat Packing 67 B54 KOS, 201) hus ancy 0 
ad and Bakery Products 948 849 88,200 128,404 
Put 15 AS MPR B ES) 32, 941 
vared Breakfast Foods 8 ( 15,974 28,025 
‘ectionery 82 96 56,913 68 , 362 
‘ellaneous Food Preparations 117 LTO dS 352 — aa, 4ko 
2,153 1,804 756,146 1,094,124 


The number of establishments tells us little, 
if anything, about the actual size of the firms 
operating in each industry. For example, in the 
Slaughtering and meat-packing industry there are 55 
establishments and 52 firms, However, while actual 


figures are not available, it can be safely assumed 
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that two or three firms account for the greater 
part of total sales within the iacustae Similarly, 
in the fruit and vegetable preparations industry, 
there are 196 establishments and only 137 firms, one 
of which contains 39 plants’. Generally Speaking, 
each food processing industry in Ontario is dominated 
by a few relatively large firms, 

Although the general pattern of the 1949~- 
1956 period has been one of absolute decline in 
both the number of firms and establishments, there 
are two significant variations which Should be 
noted, Reflecting changing tastes and higher levels 
of income, there has been an increase in the number 
Gm Earms tin the confectionery industry. The yearly 
fluctuations of the number of firms in the PruLy 
and vegetable preparations industry demonstrate the 
keenly competitive nature of this industry in which 
firms tend to enter and leave the industry, depend- 
ing on changing market conditions. One is? Led'to 
Suspect that a change in the number of firms over 
a period of years is accounted for by adjustments: 
in the number of marginal producers which the 
market will support at any particular time, 

ue Lack of: Profit Information on Food 
Processors - The severely restricted nature of the 
financial data which is available makes it impractical 
to analyze the profit position ¢ any specific segment 


of the food processing industry. Most of the firms 
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operate on an interprovincial or international basis 
and the limited material which can be drawn from 
their published financial statements does not permit 
an intelligent assessment of their financial opera- 
tions in this Province, The fact that many food 
processors also produce non-food products renders 
the task even more complex, We have made an 
intensive search for information on the Sales, 
capitalization, profits and other relevant factors 
of Ontario food processors without obtaining any 
information upon which a conclusion can be founded, 
Previous studies which we have made on the financial 
position of the dairy industry in Ontario have not, 
in general, presented any evidence that the industry 
was earning unwarranted profits, On the contrary, 
such evidence as is available seems to suggest that 
any further reduction in the return to invested 
capital in this industry would not be conducive 
to its healthy, long term growth. In this industry 
profits depend upon mass selling volume, The small 
operator finds it difficult to compete with the 
result that in recent years the number of dairies 
and other food processors has declined rapidly. 

It is therefore impossible ‘to generalize 
on the financial operations of food processors, 
Par more intensive and effective efforts must be 
made to obtain information on their operations in 


Canada and in the respective provinces before any 
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reliable assessment can be made as to the level of 
profits of these firms. It is, of course, in the 
interest of the consumers and the people at large, 
as well as the individual Lirms,. thatthe processing 
as well as the primary industries Should receive a 
sufficiant return to promote efficient operation 

and the installation of modern machinery and equip- 
ment. It would be in the general interest of the 
processing industries if they all compiled and 
published adequate statements of their financial 
operations in Ontario and in the other Canadian 
provinces, While it is necessary that the consumer 


and the primary producer should be protected against 


margins in the processing and marketing industries 


must be such as to enable them to attract investment 


capital and to maintain a strong and healthy position, 
The Marketing Function - The simplest 
marketing relationship that exists LS,eoL course, 
the flow of goods from the producer directly to the 
consumer, The most common example of this type of 
marketing, which is incidentally becoming increasingly 
less Significant, is the sale of unprocessed farm 
products to the consumer at the farm, Local market 
Selling of this type also occurs through direct sales 
at the consumer's home, at road-side markets, and 
especially in retail public markets or farmers! 


profiteering, at the same time price and PLOLLy 
markets. The farmer may also sell his produce to 
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a wholesaler or to a retailer, who in turn sells 
to the ultimate consumer. 

A variety of middlemen may exist as 
additional steps between the producer and the 
retailer, Even farm products which require no 
processing may be sold to resident buyers, travelling 
buyers, wholesalers, retail store Shipping agents 
or to producer-co-operatives, 

If processing is required, several additional 
Stages may be involved before the product reaches 
the ultimate consumer, To give an example: the 
farmer may slaughter his own livestock and sell 
directly to a local butcher, but more commonly, 
especially in large-scale operations, the livestock 
may be sold either directly or through intermediaries 
to the meat packer, Sales at public stock yards may 
be conducted by commission merchants or co-operative 
associations selling for others or by dealers or 
farmers selling for themselves, Wholesale cuts of 

, processed meat may be then sold by the packer to 

the wholesaling agent who in turn sells it to the 
retailer, or as is more common with large retailing 
establishments, directly to the retailer. Additional 
Steps are added to the meat marketing process by 

) the existence of meat brokers. These agencies buy 
Surplus supplies of particular varieties of cuts 
from the packing house in one area and sell them 


again to other brokers or wholesalers in other areas 
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Some Complexities in the Marketing Process 
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where there is sufficient demand, This clearing 


function of the meat broker, a valuable feature, 
adds to the complexity of the meat marketing pattern, 

The simple marketing process of any 
particular farm product may be conveniently regarded 
in terms of three general functions: Concentration, 
referring to the physical bringing together of goods 
ao some central point; equalization, which is the 
function performed by the wholesaler of adjusting 
the flow of commodities towards the points of demand; 
and Dispersion, the primary function of the retailer. 
It is not difficult to see that the three functions 
of concentration, equalization and dispersion are, 
in fact, performed to a lesser or greater extent at 

i 
each leve] of the marketing process, As we shall 
see later, these divisions have tended in recent 
years to blend more within one another in consequence 
of the emergence of the large retail chain stores 
Selling their own brand name products. 

Wholesaling in Ontario - Many food products 
are sold through some sort of wholesaling middleman 
before they reach the retailer and thence the ulti- 
mate consumer, Essentially the role of the whole- 
Saler is to equate supplies of food products to 
demand in any particular area. In terms of the 
whole marketing structure his main function is that 
of concentration and equalization when purchasing 


food products and dispersion and equalization when 
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Seliing food products; In addition, the wholesaler 
is, to a large extent, a speculator who takes a 
Substantial risk in the distribution pattern. He 
is called upon to help finance the farmer by extending 
credit, supplying market information, Storage and 
transportation of farm products. 

The wholesaling function is complicated 
by the vast number of the various types of whole- 
Salers, agents, jobbers, co-operatives, etc., en- 
paced in the industry. The existence of these whole- 
Salers complicates the generally accepted simple 
patterns of distribution between producer and con- 
Sumer, but they all perform the same general function 
in the attempt to equalize the supply of any particular 
product with demand at a specified place, 

4n examination of census figures available 
on wholesalers proper (See Appendix 3, Table III) 
Shows several trends that have taken place in Ontario 
for the twenty years between the 1931 and 1951 census. 
In general the number of wholesale establishments 
increased from 1930 to 1941 and then, with the 
exception of the general grocery line, declined. 
While net sales varied within each kind of business, 
on the whole dollar sales continued to increase 
after 1941, Statistics are not available since 
1951, but it is probable that the trend towards 


fewer establishments has continued, 
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As noted above, the major exception to 


the general trend in the industry is the expansion 


of the general line of Srocery wholesalers, This 


group is made up of both large and small wholesalers 
selling a wide vartety of goods to retailers through- 
out the province, The increase in the number of 
establishments is a direct result of the changes 

that have taken place in the retailing industry, 
especially the growth of the combination store which 
Sells a larger variety of items than most stores have 
in past years, 


Retailing in Ontario: The last function, 


is the sale of goods to the ultimate consumer, Pri- 
marily this takes place through the agency of the 
retail store, The retailer, the last link in the 
chain of distribution, performs a dispersion func- 
tion and attempts to equalize supply and demand in 
the local area. 

The changes that have taken place within 
the retailing sector have had a marked effect on the 
whole marketing pattern. Census material (see 
Appendix 3, Table IV) indicates that, in Ontario, 
there has been a decline in the number of stores 
within each type of business while dollar sales 
have shown an upward trend in general. The two 
major exceptions to the overall trend have been the 
increase in both sales and numbers of combination 


Stores and the expansion of specialized retail 
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stores dispensing candy and confectionery. The 
growth in the latter group is a direct result of 
higher living standards and changing tastes, as 
each of these types of business sells non-staples, 
The rapid growth of combination stores 
is a result of the tendency of local corner markets 
to increase the quantity and variety of their goods 
in order to improve their competitive position 
through volume selling, The major development re- 
sulting from this has been the Srowing number of 
chain supermarkets. In 1941 there were in Ontario 
41 chains operating 790 stores but many of them were 
small and specialized; in 1956 there were One ya Le 
chains operating over 575 stores, but many of these 
stores were modern Supermarkets, 
TABLE XII 
Chain Food Stores and Sales in Ontario 


(Grocery & Combination Stores) 
1941 and 1951 - 1956 


Year Number of Chains Number of Stores Sales 
1941 Al 790 99, 318,600 
1951 26 Pi: 338,520,400 
29De oS 556 3935039, 100 
1953 19 526 417,254,200 
1954 20 By 469,240,600 
1955 16 DDD 514,839,900 
1956 14 She 585,135,400 
Source: D.B.S. Retail Chain Stores, 
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The large capital expenditure needed to 
build the physical plant of the Supermarket has 
made 1t impossible for small entrepreneurs operating 
limited chains to compete with the large corpora- 
tions «in this field. Despite a continuing decline 
in the number of chains, there has been an upswing 
Since 1953 in the number of outlets as the larger 
chains entered into a Stage of large-scale expan- 
Sion. 

The two major developments within the retail 
industry that have taken place in response to the 
Be isa have been the development of a coopera- 
tive wholesale business which deals under contract 
to independent store owners and the contract rela- 
tions between large wholesalers and small chains, 

An outstanding example of the first type has been 

the 1,.G.A, The independent retailers have coopera-~ 
ted in setting up a wholesale agency so that they 
could enjoy the benefits of large-scale buying, 

Obviously the most significant development 
in the pattern of retail trade has been the growing 
importance of the large-scale retailing establish- 
ment, especially the chain store supermarket, This 
development has been encouraged by the increased 
concentration of population, improved communica- 
tions, improved transportation, higher living stan- 
dards, mass production and an increased variety of 


| goods, Fundamental to the nature of retailing in 
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the large, self-service, cash-and-carry chain store 
supermarket are the innovations in packaging, and the 
promotion of nationally advertised brands, 

Why has this development occurred? The 
main reasons seem to be: first, because of its size 
the chain store is able to perform the retail func- 
tion, and now in many cases the wholesale function, 
more efficiently than its competitors; and secondly, 
it enjoys a stronger bargaining position than its 
competitors, It has been estimated in the United 
States, at least, that chain store prices for 
groceries are 5 to 6 per cent lower than those of 
their competitors. 

The price differential as compared with 
smaller retail establishments is partly made possible 
by a considerable reduction in the extent of the free 
Services performed. Self-service, fewer deliveries 
and fewer returns and adjustments make for lower 
costs, The rapid stock turnover effects savings in 
interest charges, Storage space and insurance. Cer- 
tain economies are gained through the standardiza- 
tion of fixtures, equipment and store arrangement, 

By integrating the efforts of several members of 
the chain in any particular area advertising costs 
may also be reduced. Finally, there is the 

Simple but evident advantage gained by reaching 
internal and external economies of scale of plant. 


Another aspect of the chain stores' retailing 
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advantage, and one which has become increasingly 
evident,’ is its buying advantage, Because of its 
volume selling, the chain Store is able to make mass 
purchases at quantity discounts, it has the ability 
to command lower prices, and equally important, it 
has the personnel to buy wisely, Not only is there 
integrated buying by a single organization for the 
firm's many retail outlets, but also an increasing 
tendency on the part of chain Stores to avoid whole- 
Salers altogether by dealing directly with farmers 
or processors, In this respect a significant 
change in the marketing process has occurred, and 
if, as seems likely, the development of the chain 
store continues, the wholesaling function of the 
chains will become increasingly important. 

Changes in Marketing Pattern: Aside from 
the complexities in the marketing process which have 
been described above, several significant changes 
have occurred in the bargaining positions of the 
institutions involved. For purposes of analysis, 
attention is focused on the four major institutions 
in the producer-to-consumer pattern; the producer, 
the processor, the wholesaler and the retailer. 

The production of agricultural goods has 
tended to become concentrated in larger and more ‘ 
Specialized units, Their bargaining power has been 

enhanced by the recent developments of cooperatives 


and farm marketing boards. The concentration of 


iene sen 


ick ths” IY 7 . 


Pe ‘ : : _ - 


(Noms eskrwst green’ = wi ts a 
t Rees “ ay 
aif se worries. spend A att 6 z ws of 
ee eb a 


oe 
(Gat 24 Sw 2[45 d 7: tals ava eds rit mule 


gM teeth! Sach IFE, ae 18 ee ‘yshonesup I “wee sata 


Seta oe 


+, 6 eae Te . . a 


. Pras ' i, yh 
$e SOE ML NE, Bee ‘ewok biiieneas a 
emacs : ies niente 
+ 
eotetgeried Ws) titi feety “st og Fennonteg eng sen 4 
a Sa fans : gs Se } By 
: ed ; 7 
Po) Dh 9 ie care eal 
erent): AG IV atin “5045 2° spizynid betewaedns 
er gee be * ee 7 Pe 
ny Sere 9 . a ¢ fe 
oe «tinge eee 4 
iT hiss ei =o » (cw Ay (aus Pts et Vidi 2! aet kes u 
em more ‘ ae eat : 
fhe tie ae Hi hats 1 *,t Je * ” i re 14 wraG am iC " 
Eh kaw Se. ‘eS eee ; we 
newest t4 ie “i Leper} repo Gd ‘hesoiotth ace 
eve eeu + . Le i 
he = toes i‘ here és 
Rees a} atts 2 “eis scape’ * ie 
ap ien mae P a, : 
2 j =P | Vie haga *2, ? 3g 
Gea be tan - 
ie ; peggy: OHV) [otf El. euace 
tad Pc oe a 
i 
i : Sodte 
wa » ic : fea WhrPeyeyorw 9 Se tj 
S by OE obi ig hr era Oe ag. 
PES mesyeel’, oe : F 
‘i ii? VES Byeiand aie t 
. 4 Re eh af sks DAS 
i: re ths vi. Ay ve 
ro 13. Ipls Ot) ri Ppa ay iS Wat thi 
rs 5 RES ok ise 
Pan aaa oon ay t ; - 
3 Oss: oar g" 4 ee ane Gs pI LAOS v 
wel ras 8 i ey : 2 
< a ‘ ’ 1 } 
” 
hola Ko plete ae agi 
seas, Ug : *, Pay 
7 . 
rf : { nit if). O0G Ps eee Li te 
; ; t ¢ . 
ete" i < Th) 'T j et An 
, alt bi 
e ee re can wir ' 1 3°97 Fj . 7,0 ma | we 
eae RAT) Bebe ke 47 y ee 6.9 Ae 191 Bisa 
7 - + - oa 
oe rd, it 350) ga) 0cw , 1980 


ea 


- ; - 1 . i ». 
A ¢ f : \ i i [5 uf ‘15 i , ee soz Snabot \ Se 
rca ee 


Pa S1TOn(Ons FouyoG, , M2 BQaeo MOS .& 
| s Ay : 5 ‘ : ‘ . r a 4 crs Pi ftae 

aaa 4 By! WIG ie si a) a peat ° ad fis bys it Bf 4: - 
At : Pa : : ; eo a ‘ 

weer 4qoqeen Je @errimcot wnt insane * it! ae 


So Miia Nahe > ONY f seine vat SooPi ede’ | 
“s; - oe “ =e th gs sha “ % 


wallinw 


ail 


| 
ANGUS, STONEHOUSE & CO. LTD. 2634 
TORONTO, ONTARIO 


th 


lh 


farm level or in the cooperative has led to the 
emergence of direct shipment from the producing 
level to the retailer, The developments of speciali- 
zation and cooperatives have given the farmer wider 
marketing opportunities and have thus tended to im- 
prove his bargaining position, 
The processing function, while increasing 
the variety and value of its activities, has tended 
to become even more centralized within a fewer number 
of tirms, in each industry. Generally the bargaining 
power of the processors has lessened in relation to 
the institutions with which they deal. Nevertheless, 
within particular processing industries, the bar- 
gaining power of certain firms has been increased, 
There has been a tendency to bypass the 
wholesalers in the marketing of particular farm and 
processed food products. The extent of this develop- 
ment is revealed by the declining number of specialized 
wholesaling firms. In contrast to this overall 
trend is the marked increase in both the number 
of establishments and net sales of the general 
grocery line wholesaler. The reason for this has 
been the rapid expansion of the variety of food 
products, and other goods, sold in retail food stores. 
In an attempt to maintain his position in the market, 
the wholesaler has entered into contracts with the 


large quantities of farm products at elther the 
—| smaller retail chains. Despite these efforts, the 
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emerging importance of the large chain store in its 
wholesaling aspect has reduced the bargaining posi- 
tion of the wholesaler, 

The development of the large corporations 
operating retail food chains on a Provincial na= 
tional and even international basis is the funda- 
mental innovation in the food marketing process, 

By assuming more of the functions of the marketing 
process, including wholesaling and to a certain 
extent processing, these firms have achieved a 
bargaining position unrivalled in the whole market- 
ing process, For example, in respect to canned 
goods, in contrast to the independent grocer who 
must deal with a general-line wholesaler, the large 
retail chain deals directly with the processor. In 
the case of fresh peaches, it has dealt directly 
with the peach growers! cooperative, In general 
it desires to purchase as close as possible to 

the primary producer with a view to eliminating the 
middleman spread. 

The Royal Commission on Price Spreads in 
1934-35 paid particular attention to the position of 
the processor in the marketing of food products, 
Recent developments in the marketing process sug- 
gest that any inquiry into the matter of price 
Spreads on food products must involve an examina- 
tion of not only the position of the processor but 


also of other participants. The bargaining position 
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of the processor has remained strong but the 
| 
relative growth of the large retail chain and the 


diminishing role of the independent wholesaler 


would appear to dictate a shift in emphasis, 
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ore Upon Pesuming at 3.30 Dials 


THE CHAIRMAN: We will come to order now, 
Please. Will you Please carry on, Mr, Gathercole, 

MR. GATHERCOLE: Veo. 

PART II: THE PROBLEM OF PRICE SPREADS - 
In Part I we discussed the major characteristics 
of farming, processing and the distribution or 
marketing system, 

In Part II we describe some of the price- 
Spread trends in the United States, Canada and Ontari 5 


and discuss these trends in conjunction with the 


| 


changing consumption pattern and the components 

of the marketing margin, The price-spread under 
discussion here is the farm-retail Spread, or the 
difference between the price the farmer receives 
for his product and the price the consumer pays 
the retailer, 

CHAPTER V: TRENDS IN THE SIZE oF PRICE 

SPREADS - Price-Spread Trends in the United States - 
The United States Department of Agriculture reported 
on the price spreads for 58 farm food products as 
early as 1936, and at the present time publishes 
a "market basket" series comprising 60 items for 
the purpose of analysis of the price-spread problem, 
This is the most complete information available on 
the characteristics of price spreads and the factors 


affecting them, A review of the findings in the 
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United States will enhance our understanding of 
these matters and assist us in interpreting the 
material that is available at present in Canada, 

In 1940 the farmers in the United States 
received 40 per cent of the retail price of the food 
products included in the ~market basket", while 
60 per cent went to the marketing and processing 
services, By 1945, the farmer's share had risen 
to 53 per cent, while the marketing and processing 
services' share had dropped to 47 per cent, By 
1956 the proportions reverted to those of 1940 
with the farmer's share again at Lo per cent, 

The increase in the farm share of retail 
price during the war was the result of special 
circumstances, primarily the greatly increased 
demand for food products, supplemented by Federal 
price controls and subsidies, The Federal Govern- 
ment paid subsidies to processors and distributors 
of some commodities ‘to enable them to pay higher 
prices to farmers and at the Same time keep consumer 
prices relatively stable, 

With the removal of price controls and 
SubSidies in mid-1946, retail prices rose more 
rapidly than farm prices and the price spread widened, 
Following the Korean conflict, retail prices declined 
Slowly while farm prices fell more steeply, and the 
price spread expanded until the farmer's share 
Slipped to the 1940 level of 40 per cent of the retail 


price of the "market basket". (See Tables, p.39 for 
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the statistics in these series from 1947 to 1956), 

The farmer's share varied, however, among 
the different products included in the “market 
basket", During the period 1953 to 1956, the 
farmer's share averaged about 71 per cent for butter, 
69 per cent for eggs, 38 per cent for wheat Plow: 
15 per cent for white bread and 14 per cent for 
canned vegetables, (Farm-Retail Spreads for Food 
Products, Miscellaneous Publication #741, United 
States Department of Agriculture, Agricultural 
Marketing Service, Marketing Service Division, Nov. 
1G. POO): These different shares deserve a 
moment's scrutiny, for they illustrate the manner 
in which the farmer's Share may vary with the degree 
of processing the product requires after it leaves 
the farm, before it is ready for the consumer. 

In general, the size of the farmer's 
Share has depended upon whether the product was 
derived from animal or crop and was processed or 
unprocessed, During 1953-1956, the average farm 


Shares in these categories were as follows: 


Category Farmer's Share 

Sa Sara ee ao ae 
/- 
Animal products, unprocessed 62 
nimal products, processed 47 
Crops, unprocessed 20 


Crops, processed 26 
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TABLE XIII 


The "Market Basket" of Parm Foods: Retail Cost, 
Farm Value, Farm Retail Spread and Farmer's share 


of Retail Cost, Unitea States, 1947-1956 (1) 


(2) (3)) (4) 


Ferm Value Farm-Retail Spread Farmer's Share 
ne, 6CParmer’s Share 
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$ $ e 
467 J} 51 
497 485 51 
435 493 47 
430 8g 47 
LOT Dal 49 
482 552 47 
4s 55S Ay 
HO] 565 43 
ele 574 ae 
390 582 40 


TABLE XIV 


The "Market Basket" of Farm Food Products: Indices 


of Retail Cost, Farm Value, Farm-Retail Spread, and 


Farmer's Share of Retail Cost, United States, 1947- 
Te stem GN) 
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(1) Publication No. 741 United States Department 
of Agriculture, Nov, ODT s 


(2) Retail cost in the respective years of the 
average quantities of farm foods purchased in 
1952 (the weight -base year} per urban wage- 
farner and clerical-worker family calculated 
from retail prices collected by the Bureau of 
Labour Statistics, 

(3) Payment to farmers for equivalent quantities of 
farm produce minus imputed value of by-products 
obtained in processing, 

(4) The Spread or marketing margin represents the 
cost of processing and distributing Services, 

Some price Spread Trends in Canada - From 
the standpoint of the fermer's share of the retail 
price, Canadian experience has been similar to that 
of the United States, The farmer's share tends to 
be higher on livestock and other Secondary farm 
products than it does on crops, TRBo ds £5 Say, 
where the farmer's Value of input is relatively 
great, his share is correspondingly large and, 
conversely, when the value of HLS Anpuc ie Small, 
his share is relatively small, By the same token, 
the more complex the stages of processing, handling 
and marketing, the greater, in general, is the 
marketing margin, To give a few examples: the 
farmer's share of the retail price of eggs and 
creamery butter, where the value of the farmer's 
input is relatively large and the processor's 
relatively Small, amounts to about 75 per cent, 


In the case of livestock, another secondary farm 


Product (but where processing is extensive), the 
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farmer's share of the retail price is about 60 per 
cent. With fluid milk, chicken and pork, the 
farmer's proportion is a little over 50 per cent, 
At the other end of the Scale, the farmer's share 
of the retail price of white bread fe only 15 per 
cent and that of canned tomatoes and peas, about 
Hy to -20 per cent, White flour, cheese and potatoes 
are in a middle position with the farm share around 
35 to 45 per cent, 

Regrettably, the statistics on farm and 
marketing shares do not appear tc be available on 
&@ comparable basis prior to 1949, Those that are 
available since that time Suggest that in general 
the farmer's share of the retail price of food 
products has declined, The following table shows 
not only the farmer's share of the retail price of 
a number of select commodities, but also the down- 
ward trend in the farm proportion between 1949 and 


oo an 10 of the 14 selected commodites, 
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TABLE XV 


Farm Share of the Retail Cost as a Percentage of 
the Retail Price, 14 Selected Commodities, Canada 


1949-1956 (19) 


1949 1950 1951 1952 1953 1954 1955 1956(a) 
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The foregoing statistics on price spreads 


were constructed by Mr. Roger Perreault (Formerly with 
the Canada Department of Agriculture, Mr, Perreault's 
work was published as "Notes on Marketing Margins, 

and Farm Share of Retail Cost, 1949-56", in the 
Economic Annalist, June, 1957, pp. 70-72. ) (The 
concepts "farm share" and "marketing share" should 

be distinguished from the concepts "farm value" and 
"Marketing margin", which are not expressed as pro- 
portions of the retail price, but in dollars and 
cents), As we have seen, his model comprises 14 
selected food products which represent approximately 
75 per cent of Canadian oe production domestically 
consumed, Mr, Perreault eatimated that in 1949 

the farmer's share of the retail cost of urban 

family food purchases was 51 per cent and the market- 
ing and processing share, 49 per cent. By 1956, 

he estimated that the farmer's share had declined 

to 45 per cent, while the marketing and processing 
Share had risen to 55 per cent. 

Wide changes in the price spread of food 
products have occurred over this period of eight 
years from 1949 to 1956, While the price spread 
on canned peaches remained relatively constant and 
that on canned corn and creamery butter tended to 
decline, the price spread on white bread, potatoes, 
pork, beef, canned tomatoes, peas, eggs and fluid 
milk rose appreciably. In some years, the fluctua- 


tions in the spread were very marked; for example, 


' wha oo 


7 
2. 
‘| “a a 


oat, 


AAS tw, ete omtly i¢seabeiet: ADR yd: botousbenos | 


oD ea etid Posen Cae the BSbRE LF ase | sauleane sorte 


“Hig iusaiiss AM 2 op wadtudamh ote Sommbanqed ebeaadi | 
_ 


, ba) ar 5 =! 
siete aoeLesatalt.na eaten” rus beta bLidud-eaw-2eow 


| cugdt-nd ("ed-20) 49, $803 £3acS8 to stad’ as9 se | 
| wag’) . ESSYe0y.cqa (Teen gerul . tsi lansé, olmonsas 


fa 


es 4 oe 2 "7 * ~~ a cal > 4 iw . 
: » foodie "sisdegiieniten bee *ecete waist” “arqeaonos 


| 
is bas Seales mig)” “adastaos ei? moult: Seadatyeniyere & 


i | 
ae “ T Pn is J + c i ré. " 
> | - Wiese PSBRSPSIKS- JON 41a: healtK .~ ainiain oricsnten 
bas. etaliobini: ee ,stubia: cleias- ong to encased 
» | 


20 42 Bes e%omos “topos ele (tes ver ew 24 . ef etrss 
Yivisctaminovega “Snes 


4 trw atnaubowg boot Betosiss 


Seishin * 3 oe is Glee rhe eal ay i » : P oe * “sy 
this saemoh wiitavhete arat nAfbsned Te 295 -%eqg-c} 


« 
sat 


PO SOE nivteny- hotesitese:Siussited .aM . »bemvancs 


a'esrial sie  F 


¢ = 
i 
- 
Ae 
er: 
. 
-— 
* 
7 
= 
. 
ts 
$ 
— 
an 
an 
~ 
. 
if 
r 
. 
al 
+) 
at 
~ 


‘teiorvg boot vyilme? @& 


i 
= 
‘ 
t 
* 
ef 
Ate 
we 
: 
; 
ea 
4 
7 
m4 
w 
=f 
2 
a 
oh 
~ 
Be 
. 
‘? 
. 
Las 


ae 
Anz 
od 
‘ 
$ * 
u 


41aia ailasaesotw. pas wat 


bepeatibsebrast sxane pe! tesret stv ted? bedemises. SH) 7 
Agagesehorwg bas Sowram ‘sits oLitiw 190 18q GH*od 
tmec.xeg 22 OY noeia Ben ogee 
: Be oBSIgE’ § s7°eo7 hi soni S050 


- SaRLS 2O.Hotsceq elds teve ketayveso svadi eyoubow 


ri baetge @eoitq at? eLliniw . .dgivod CrCl mort anaes 


> lige gt te ee 


$ 2 Ymedanoo vyievisale: bealsamsyT asG40gsq bennas 


TS 


of sbebost seagiud viemasio Bae mos fends ao fat 
sosatoy ,badid otirw no ‘bsotqe: soli oie ,ondfe 


biuilsene agge {ne8q ,esotgmod Seniae sheet 3 


; » 9 «we © Ge 
Sim eUT OLLI bel? .. SIBsy snee.et .. .4ids box1qas ete 


ommodi ty 


-otatoes 
ork 


hicken 


2645 


in the case of chickens the marketing margin was 
25.7 cents in 1949; 30.0 cents in 1954; 23.1 cents 
in 1955 and 26.2 cents in 1956, These figures 
are shown in detail in the following table, 

TABLE XVI 


Average Annual Marketing Margins, 14 Selected 
Commodities, Canada, 1949-1956 


(a 
Unit 1949 1950 1951 1952 1953 1954 1955 1956 
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A rise in the farm-retail price spread 
does not always imply a reduction in farm prices, 
Nor does a decline in the price spread necessarily 
involve a rise in farm prices, The size of the 
price spread depends upon two variables, retail 
food prices and farm prices, which do not 
necessarily move in the same direction. 

Price Spreads of Food Products in Ontario - 
In the last two years, the Ontario Department of 
Agriculture has been engaged in compiling an his- 
torical series of prices of selected farm products. 
Although this systematic collection of price statis- 
tics has only recently begun, some interesting and 
informative patterns are emerging. fmong the tenta- 
tive conclusions that may be drawn are the following: 

The farm share of the consumer food dollar 
varies widely from product to product and is often 
the smaller proportion of it. Early and late 
potatoes, for example, returned the farmer, in 1957, 
approximately 40 per cent of the consumer dolZar, 
marsh potatoes 35 per cent, turnips (rutabagas) 21 
per cent, cooking onions 28 per cent, carrots in 
cellophane containers 38 per cent, celery 35 per 
cent and many others returned even less. 

The farm share of a product varies with 
the type and size of container in which the product 
is sold at retail. Potatoes bought from a farmer 


at 65 cents per 75-pound bag were sold by a chain 
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Store in five pound paper bags at 21 cents, 10-pound 
paper bags at 39 cents and used Six-quart baskets 

at 53 cents, resulting in farm shares of 27.0 per 
cent, 29.1 per cent and 22,9 per cent respectively, 
The smaller farm share for the potatoes in the six- 
quart basket was due, in part, to the more expensive 
container used, 

The farm share for most commodities changes 
with the season, This is particularly true of 
seasonal fruits and vegetables and eges. In- 
variably, the farm share is relatively high at the 
beginning of the season, reaches a low point as 
Supplies become abundant and rises towards the end 
of the season, though generally not to the level of 
the early season high, 

Farm shares, too, often fluctuate spas- 
modically from week to week, especially in the case 
of the most perishable products. For instance, the 
farm share for celery was 47 per cent in one week, 
ef per cent the following week and 39 per cent in 
the next week, Another illustration is that of 
Carrots as shown in the following table, where the 
farm share was 41 per cent in one week, 27 per cent 


in the other and 37 in the next week. 
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Average 
Average Average Chain Store 
Farm Price Wholesale Retail Price 
Week of per 1b, Price per lb, per pb. Farm Share 
Aug. 5 2.9 Om (ene Wi 4 
bug. 12 oO Cal vies: 27.4 
Aug. 19 Bao a8) ores SYAG 


It will be noticed that when the farmer's 
Share declined in the second week, it was occasioned 
by a drop in the farm price and a rise in the retail 
DLiCce, In the third week, the retail price declined 
but the farm price rose. 

Several conclusions may be drawn from this 
experience: 
(a) The primary producer generally receives a larger 
Share of the consumer's dollar at the beginning and 
end of the season, when supplies are limited, than 
at the middle of the season when supplies are abun- 
dant and the price low. 
(b) Marketing charges are more inflexible than the 
price the farmer receives. 
(c) Farm shares are highly volatile and may fluctuate 
erratically from week to week, 
(d) Any annual calculation of the producers' share 
of the consumers! dollar must take into account that 
his yearly share is heavily weighted by his peak sales 
at the lower farm share during mid-season, Conse- 


quently, any annual calculations based on simple 
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averages will show the producers receiving a larger 
Share of the consumers! dollar than is actually the 
case, Similarly, in the case of commodities 
"featured" by retailers, with a consequent re- 
duction in the retail margin, any Simple average 
calculation will show the retailer with a larger 
margin than actually exists, 

The accompanying table provides additional 
examples of the variations in shares during the 
first week of the respective months from August 
to December, 1957, for nine Ontario farm food 
products. For all vegetables, the marketing 
Share (including wholesaler and retailer) exceeded 
the farm share, while for apples, butter and eggs, 


the farm share was the larger. 
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TABLE XV11 


nares, By Trading Level, for Selected Fruits, Vegetables and 
Dairy Products, Ontario, August to December, 1957 
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PRCES” Farm Economics and Statistics Branch, Ontario Department of 
Agriculture. 
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Factors affecting Marketing Margins - 

The marketing margin consists of charges for per- 
forming functions in assembling, processing and 
distributing agricultural products. Differences 
in margins will result from the type of product 
sold, its bulk and perishability, the degree of 
assembling, processing and distributing involved, 
the type of transportation employed, the distance 
Bae  PrOdUCt Wias to. be Shipped, the kind of packaging 
used, the method of consumer distribution (self- 
serve or home delivery) adopted and many other 
ZaGcOrs, 

While it 18 yossible to find genuine and 
logical reasons for many variations in marketing 
charges, actual studies of margins also show the 
existence of inconsistent factors like: in- 
sufficient organization of buying and selling 
facilities, unequal bargaining power of buyers and 
Sellers and different marketing procedures and 
costing and pricing policies, 

Many changes are occurring in the process 
of moving food from producers to consumers, and we 
can expect margins to change. Enlarged bargaining 
units at both retail and country points are making 
it possible to place orders for car or truck lot 
to be delivered directly to reteallcutiets, A 
concentrated position in some lines of production 


May force shifts in marketing. Consumer demand 
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may also affect the type of commodity delivered, the 
container in which it is Sold, as well as the 
manner of sale, 

Processing and marketing functions, in- 
cluding packaging and advertising have been greatly 
altered in recent years and may, in some instances, 
account for the upward trend in marketing margins, 
There are examples where the cost of the container 
has absorbed one-third of the retail price and 
Sometimes even more than the farmer receives for 
his product, On the other hand packaging and 
advertising may so increase consumer appeal and 
maSS sales as to enhance the net returns to the 
farmer, 

In some cases, the marketing functions 
and therefore the price spread has been increased 
by the processor or retailer performing tasks for- 
merly underteken by the farmer. More and more 
poultry, for example, is killed and plucked in 
Plants operated by specialized labour and equipped 
with special machinery rathe than on the farms. 
This shift of tasks from the farm to the marketing 
process results from awareness that many things 
can be done better and cheaper if performed by 
Specialized intermediaries, The rapid growth 
of urban and suburban consumption has accelerated 
this trend, for a mass production plant requires 


mass markets, 
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The growth of marketing functions is also 

a result of a transfer to the marketing processes 

of tasks once performed by the consumer, but which 
the consumer now requires from the marketing process, 
The canning of fruit and vegetables, for example, 

is being performed by large-scale processing plants 
rather than in the home, This type of transition 
1s an illustration of the application of spectaliza- 
tion, Certain other transfers have. occurred because 
householders find it no longer convenient to under- 
take the work, Modern houses, lacking the old- 
fashioned cellar, often do not provide adequate 
Storage facilities for bulk food products. For 
example, rather than purchase 75-pound bags of 
potatoes, the consumer buys in 5 or 10-pound packages, 
This trend to purchasing frequently and in smaller 
quantities has required extra packaging and mer- 
chandising in the marketing processes, and means 

that storage is performed in the marketing pro- 
cesses, 

Today, bread is sliced and wrapped, poultry 
is dressed and carved, and certain commodities are 
cooked and canned or frozen before being purchased 
by the consumer, The transfer of these functions 
to the marketing process is the result of such fac- 
tors as higher consumer incomes, employment of house- 
wives outside the home, and changes in the size of 


the family and householdcsndittons -- all of which 
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may affect the consumer pattern and the marketing 
margin, 


Milk Marketing and Consumption in 


Toronto 
a 


Over the period 1948-1958, the retail 
price of standard milk, home-delivered, in the Toronto 
market has increased from 18 cents Per quart fo 24 
cents, while the price of whole milk at the farm 
level has advanced from 10.75 cents per quart te 
12.92 cents, Thus the marketing margin on standard 
milk -- measured by the spread between the farm price 
of whole milk and the retail price of standard milk, 
home-delivered -- has become relatively larger in 
this period, rising from 40.3 per cent of the average 
retail price in 1948 to 46,2 per cent of the average 
retail price in 1958, Conversely, the farmer's 
share has dropped from 59.7 per cent to 53.8 per 
cent. These facts are shown in the following 


table: 
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TABLE XVIII 


Average Annual Farm Prices, Retail Prices, Marketing 
Margins and Farm Shares on Standard Milk, Toronto, 


1948 - 1958 
Retail 
Home De- 
_ livery Price Marketing Farm 
Year Farm Price Price Spread Share Share 
---------- Cents per at, ~-------per cent of retail price 

$048 10.75 18.00 7.25 40.3 59.7 
1949 10.82 18.75 1.968 42.3 Bt or 
1950 10.87 19,25 8.38 seo 56.5 
1951 145 fol 6 a | 9.26 A .7 Seyye 
1952 L233 22.00 9.07 4.0 56.0 
1953 12.26 2200 9.74 44 3 ae rab 
1954 Vi. oe 22.00 POROG, 45.8 54.2 
1955 A 22.00 10.08 45.0 54,2 
1956 12.00 22.16 ZOSLO 45.8 Bi? 
1957 £24.55 2S 0.70 BOVG 54.0 
1958 12.92 24.00 ath e's. 46,2 53.9 
(9 months ) 


While the farm share of the retail price 
of standard milk has declined over the last decade, 
two distinct developments in the relationship be- 
tween the farm and retail price of standard milk can 
be seen, During the six years from 1948 to 1954 
the farm share of the retail price of standard milk 
decreased rapidly, although wide variations in 
the rate of decrease have occurred. From 1954 to 
1953, the relationship between the farm price of 
whole milk and the retail price of standard milk 


has been very stable. A change of one cent per 
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quart in the price of whole milk at the farm level 
has been associated with a change of about two cents 
per quart in standard milk at the retail level. 

Since 1954 producer prices of whole milk 
in the Toronto milk market have been based on a 
formula, This formula was recommended by a committee 
appointed by the Minister of Agriculture, and has been 
designed to assist producers and distributors in 
determining milk prices, The formula provides 
that whenever there is a change in the price paid 
to producers it can only be in the amount of 19 
cents per 100 pounds of whole milk, which is equiva- 
lent to one-half cent per quarts. Two such changes 
in the producer price of whole milk have taken place 
in the Toronto market Since the inception of the 
formula, and each time the retail price of standard 
milk, home-delivered, rose by one cent, or twice the 
increase in producer price, 

It should be noted that the retail prices 
of standard milk under consideration are for one 
quart containers, sold on home-delivery routes, 
Retail prices at the stores, and also for milk sold 
in a two-quart container on the routes, are lower 
than those quoted, and price spreads consequently 
smaller, 

Changing Patterns in Fluid Milk Marketing: 
The changing pattern in fluid milk marketing in 


Toronto is an example of enlarged units as well as 
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of changing consumer demand, Fluid milk sales 
have risen with population, but shifts have occurred 
in the manner of Sale, type of milk sold and con- 
tainers used, 

In January, 1952, the store price became 
two cents less than the home-delivered price in 
Toronto and since that time wholesale sales (store 
plus institutional Sales) of standard fluid milk 
have increased from 32.8 per cent of total sales to 
40.1 per cent in 1956. 

Early in 1957, three quart jugs appeared 
in Toronto and for a time sales increased rapidly, 
mainly at the expense of the sale of one-quart 
bottles, Ih January, 1953, sales of three-quart 
Jugs began to decrease as a result of the intro- 
duction of two-quart paper cartons, Sales of two- 
quart glass bottles, which appeared in 1957 on 
home-delivery routes, in order to compete with the 
three-quart Jugs sold at the Stores, increased con- 
tinuously after their introduction, and accounted 
for 6.8 per cent of all sales of standard milk in 
the second quarter of 1958, 

Sales have shifted from the high butterfat 
special milk to the partly skimmed milk or two per 
cent jersey milk. The sale of two per cent milk 
has more than tripled since 1952 while sales of 
Special milk have been cut almost in Bale. Skim 


milk sales increased very rapidly up to 1954 ana 
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Since then have grown moderately, However, at pre- 


sent whole milk Sales are still about ten times the 


volume of skim milk sales in the Toronto market, 
Total fluid milk sales have tended to rise with the 
growth in population, but, as they have not kept pace 
fully with our population increage over tne last de- 
cade, sales have declined steadily on a per capita 
basis, 

The Peach Marketing Board: The existence 
of a marketing board for peaches has increased the 
bargaining power of Growers by enlarging the bargain- 
ing unit at the producer level, However, there 
have been many changes even in the Short five-year 
period in which the Marketing Board has operated, 
FItoOr co. the establishment of the Peach Board, the 
growers! price tended to be a residual, The Peach 
Board established minimum prices at the grower level, 
and these were periodically changed during the season, 
Prices through the marketing chain were built upon 
this grower price, 

In 1957 the Board played an increasing part 
in the marketing of peaches by assuming some of the 
Shipper's function, Toronto chains (including 
I.G.A.) purchased directly through the Board 39 per 
cent of all peaches shipped to Toronto and these 
direct purchases represented 10 per cent of the 
Ontario crop. 


— The producer's share of the retail price 
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varied from a low of 30 to a high of 45 per cent 
during the season and was 40 per cent on a weighted 
yearly average basis. As would be expected, the 
Growers! net share was higher at the beginning and 
end of the season when prices were higher and mar- 
ketings lower, (See Appendix 5, Graphs 6 and 7 of 
original brief, ) The chain store margin also 
fluctuated from 21 per cent at the beginning of the 
season to 10 per cent at peak marketings, Fixed 
costs, such as transportation, marketing board de- 
ductions and container cost made up a larger share 
of the consumer's dollar in mid-season when the price 
was low. 

The Margins for Beef at Toronto 

In a study completed by Professor R. G,. 
Marshall (Some Observations on Producer-Wholesale, 
Retail Prices for Beef and Beer Y Products, TOronte, 
1948-1957) of the Ontario Agricultural College, 
Department of Agricultural Eeonomics, it was found 
that for every change of one per cent per pound in the 
farm price for good steers, the average price to the 
consumer changes approximately 3.8 cents. 

Over the ten-year period studied, the re- 
lationship between the farm price and the wholesale 
carcass price has remained unchanged. A change 
of one per cent per pound in the farm price has 
brought a change of 1.59 cents per pound in the 


wholesale carcass price, 


ee eg ee ee 
& } 7 i ry ads tv? ee ~ | i ne ‘28 


Pere ~ 
Reise | ae = pone . 


= 
c 
; 
i ga ¥ . 
oe ms 
. ase) o, Lae RHE 
PX ah fi , 7 


' — Cor 
a shld 7 aa te righted o ne aP: fer 
pe Pah 


Petey 
= 


rs ae asses ae bivow Bh “sie oan es t 


v 
PA 


Neo Mears a _ 


‘tJ ont te rartedrl sew SI6N8 598, ULOVO EA 


1 he he, ye 
= Prese..” 4 hota ote panitg ony oases end To ime 
res : . 
ae i 


“ge. 8 bee & tnnett - eihemean e6o)  sasrvel egaivart 
; le ee 
2 


Pe a aie 
% creat we ! 4 
aie eiovien ssode @iade alt’ (.Sebtdtenkgece 
‘ (op oe Ps oat 
ony 3 ying ies sit #2 0856 tey IS mory Save 
Sys ca 
vote tesa a ee 


ak 


‘ ac ce it ri a ‘ > 
pea te." : ; ar? TR 1! Das? if Goiso IsG Of AS, 2848 


nae ks 


‘2 5 raiyt : 4 
ib bdand Lol¢ewerae gofisircqinsy? 26 Moyne: esa08 


: tiny a“ P pare ns 4 ka Jno Taft svAcs baa: SAC4 ss 4 @) 
= fag ae ce sess 7 y 
shan eho Baa otgsea—bim of aelfob a renusads, ona se 


0a ee 


wol, 88w 


pe ae 
“¥ 4 Veceine 
Se en ee eer Neg : 
2 5g re cteneee pi * Ay ae on Pare. et 
eee alee rineaeed ESA SE 
Wor nah | 
w fe ae aes 
Me : owas Pan | vel ee Biel (ere) youve ce Ae ; 
e 7 “ 4 ? . “ 7 a ’ 
rm a 1% Ries 
bs 1 
ed i 4 eta Aes EE * . 
shies lod aouhews ao enoliovrsed) sao) aiaietay 
Sues eS 5 el : os 7 
see ser) ee - og 
< Sey! Let Farin > é = « Pa i od 
feoret (stsobowt eat One Teed 1c) Benhet Thasem 
fee 33 ee Wah eek ane 'S 
\elie’’ Cssevive rans otvstay envy 30 cel-SGgs 
Pe ier Par : 
Ane) haw * -eoinoroo “(4fpsleah %o trantasded 
" oie eS \¢ 
vA _ Me al oa d — oF e = one tbs 
BAT SiwusS5G Sq Je S809 Ane Oo Sarano SIeve @ Jroz 
: He a _ - : 
a>: O22 65h %q sneuevr ary 27aeJe ©oOS TWr_SeoLlg A 4 
saterso i Viegemiaci 4g segiaiio enero 
- % * . 
-ay ‘ef) .Deitiwde hotren  8eq-ne/ and save. 
- ; Od Sek ee 


sincsiogw Gets. Kas -eohta mre? oct fre ws Se gidanq2 taka 


qqrtans - penraienu: banisme? 225 _paard oe aa 2 


ns ae oe 


aa settee perat orl? at mmog t9q veep 27 any 6 


eit nl yaniog 2%7 AtneyD eat 24 sigan 4 Taare 


sae gesoi49 wiaeege 


np neni eesg a eee 


2660 
ANGUS, STONEHOUSE & Co. LTD, 
TORONTO, ONTARIO 


On the other hand, retail prices for the 
five major euts of beef have been increasing from one 
to just over two cents per pound per year, indepen- 
dent of any change in farm or wholesale prices, At 
the end of the ten-year period, retail prices had 
increased by from 10 to over 20 cents per pound, 
depending on the cut, with the increases for all 
five cuts averaging approximately 19 cents, Thus, 
the margin between the wholesale carcass price and 
the retail prices for the five cuts has been Tisine 
on the average approximately 1.9 cents per pound per 
year, 

The range of the increases among the various 
cuts of beef -- from one cent per pound per Year Eon 
blade roast, to approximately 13 cents for stewing 
beef and over two cents for the higher cuts (sirloin 
steak, round steak and rib roast), appears to indi- 
cate a changing price structure for the various 
cuts, with the differential in retail prices widening 
between the higher and lower cuts in recent years, 
Although to establish this trend conclusively would 
require further Study, it appears to be supported 
by studies of meét expenditures and consumption, 

According to Drummond and Mackenzie, per 
capita volume (in pounds) of consumption of meat, 
poultry and fish products increased by 19 per cent 
from 1935-39 to 1951-55. Professor D. W. Slater 


(Consumption Expenditures in Canada, Slater, D. S., 
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published for the Royal Commission on Canada's 
Economic Prospects, 1957, p, 82) states that per 
capita expenditures on these products increased by 
more than 400 per cent between 1937-38 and 1953, 
and that if there had been no Shift to more expensive 
forms of meat the relative volume and expenditure 
increases would have indicated a pricc rise of 

320 per cent. Accepting this argument, one may 
extend it to state that rising relative demand for 
more expensive meats would tend to establish a 
growing price differential between the higher and 
lower cuts of beef, 

The main point is, however, that there 
has been a widening spread between the farm and the 
retail price of beef and that the immediate source 
of the trend is the tendency for the retail margin 
over the wholesale price to increast. 

It is important to emphasize this point, 
In the case of beef as in the case of Ontario 
vegetables, the role of processing in the widening 
of the price spread must be regarded as secondary 


to the role of retail services, 
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CHAPTER VI 

Consumption Trends and Patterns and the 
Marketing Margin: AS has been pointed out in previous 
chapters, the price spread or marketing mar SLT On 
food products has, in recent years, been expanding 
in bota Canada and the United States, 

Tue farm and food products industries have 
been influenced not only by the trend towards ur- 
banization and higher living standards which have 
increased the annual per capita consumption of food 
in Canada b, 7% between 1935-39 and 1951-55 (Prozress 
and Prospects of Canadian Agriculture, Drummond, W.M,, 
and Mackenzie, Wm,, Ottawa, 1957, pp/32, 34, 35. 
Published by the Ro,al Commission on Canada's Economic 
Prospects) but by the very rapid growth in our popu- 
lation, Coupled with this increase in consumption 
there has been a shift in the consumption patterns 
Hor (Lood produce ts:. Although the per capita consump- 
tion of food products as a whole has been rising, the 
per capita consumption of cereals and potatoes has 
peer declining. 

rhe most significant increases in per 
capita consumption occurred for meat, poultry and 
eges. The red meats, beef and pork, constitute 
between 85 per cent and 90 per cent of the neat 
consumed in Canada, and the increase in per capita 


consumption of these products is expected to continue, 


. = particularl, after 1965. Cheese consumption has 
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increased, markedl, in recent Years, au the tntro- 
duction of packaged and processed cheddar has changed 
consumer attitudes towards cheese, Fresh and 
processed (canned or frozen) vezetables are also 
attracting increasing consumer attention, 

It has been pointed out that the trends 
Sugzest in 1965 consumers will be demanding about two- 
thirds to three-quarters of the povatoes and cereals 
the, consumed per capita in the 1935-39 period and 
what in 186 they will want half the 1935-39 amount, 
By 1965, they will purchase about 25 per cent more 
meat, eggs and poultry per capita than was consumed 
in the 1935-39 period. B, 1980 consumption of these 
commodities will have risen to about 150 per Ceng 


of the 1935-39 level. 


---(See next page for Table eto) 
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Another characteristic of the changes 
in consumption patterns is that the food products 
for which per capita consumption has been rising 
tend to have lower marketing shares (or higher farm 
shares) than those for which per capita consumption is 
Stable or declining, 

It cannot, of course, be inferred that the 
consumers are shifting towards some food products 
because these tend to have smaller marketing shares 
and therefore larger farm shares. The relationship is 


a coincidence rather than one of cause and effect, 


---(See next page for Table XX ) 
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Not all the trends are towards food 
products with relatively small marketing shares 
of course, AS we have seen, the marketing shares 
on Ontario fresh vegetables appear to range between 
60 and 80 per cent of the retail price, Further- 
more, in so far as the shift towards fruits and 
vegetables is directed to canned products, it is 
one towards very high marketing shares, Nevertheless 
the essential shift has been towards poultry, red meat 
and eggs and these have small marketing shares, 

If the estimates made by Drummond and 
Mackenzie are approximately correct -- and they 
consider that the general trends Will hold "no 
matter what the magnitude of error of these estimates 
is... " -- the fact that the emphasis will be on 
products that tend to have relatively low market- 
ing shares -- or higher farm shares --means that 
the average of farm Shares may tend to rise in the 
future, particularly in view of the declining von 
portance of cereals and potatoes in the weights, 

The possibility of a higher average farm 
Share depends partly upon whether farmers tend to 
overproduce livestock and livestock products in 
relation to demand during the next few years, partly 
upon both the efficiency of the marketing processes 
and the degree of demand in the non-farm economy for 
the factors involved in the marketing processes, and 


partly upon whether personal incomes rise sufficiently 
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to absorb any rise in the costs in the marketing 
processed: 

“ver it the average of farm shares does 
rise, however, this will not raise farm income if 
farm production costs are permitted to rise 
proportionately, Given the demand requirements 
estimated by Drummond and Mackenzie ,the possibilities 
in terms of farm incomes depend not only upon con- 
ditions in the non-farm economy but also upon how well 
the farmers match Supply with demand and upon how 
Strenuously they strive to increase the efficiency 
of their operations. 

CHAPTER VII 


Conclusion: In this submission we 


1 


have endeavoured to outline the changing structure 
of Ontario's aerieud tural industry and of the 
various arrangements which underlie the processing 
and marketing of food products in this Province, 
We have also described the functions of the research 
and educational institutions, inspection and grading 
agencies and the other instruments through which 
the Government Sponsors and Supports measures intended 
to assist the farmer and provide for the more orderly 
marketing and stable pricing of his products, 

In recent years especially, Ontario farms 
have developed from a State of relative self-sufficien y 
to the point where their Operations are now quite 


7 —— Specialized, This trend has been accelerated by the 
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rapid increase in population, mainly in urban 
areas, While our farm population has been dimini- 
Shing, the output of the farm has been increasing and is 
today appreciably greater than it was 20 years ago. 
This seeming paradox of a rising agricultural output 
with a declining farm labour force has been made 
possible by a combination of factors, including the 
greatly increased mechanization and electrification 
of farming operations and other scientific advances, 
Conditions in agriculture have improved immeasurably 
and many of the material amenities of urban life are 
now available on the farm, but the agricultural 
industry has not always shared in the expanding 
prosperity of the economy. One of our objectives 
must be to ensure that the agricultural industry 
is kept strong and that it offers a rewarding career 
to those who devote themselves to it. 

In general, the farmer is by nature an 
independent, self-reliant person who believes in 
the efficacy of his own efforts. While his products 
are often sold under conditions of keen competition 
he buys his equipment and supplies in a market in 
which production and prices are more effectively 
regulated. The farmer is a victim of numerous 
vicissitudes arising from drought and disease, as 
well as uncertainties of his market. When prices 
decline, he is often prone to expand production 


which further aggravates disequilibrium in the market. 
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It is highly desirable that there Should be keen 
competition in all branches of industry, for com- 
petition best assures progress and the rise in liv- 
ing standards, But if industry is to remain 
strong and capable of meeting requirements it must 
be able to attract new recruits at both managerial 
and labour levels and to provide a fair return 
on the capital invested in it, No industry can 
Serve either itself or the people well which does 
not share in the general prosperity of the Province 
and the Nation. Reasonable Stability in the short 
run and expansion of production in the long term 
must be our twin policy goals. 

The Government of Ontario has SOUSA CO 
aid and strengthen the agricultural industry by 
the encouragement of scientific mesearch, the 
provision of educational facilities, (including the 
appointment of departmental farm representatives), the 
development of marketing boards and co-operative 
arrangements, including the Ontario Milk Board, 
the establishment of inspection stations designed 
to improve the quality and standards of farm products, 
the adoption of a system of loans to young farmers 
to enable them to obtain farms of their own and 
the provision of assistance to facilitate the 
extension of electric power lines to rural dwellings an 
farm establishments, 


i Through its various agricultural colleges 
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and experimental stations and other educational 
research organizations, the Province Y providing a 
Sound foundation for the long term development of 
the farming industry. The Government has also 
strongly supported the establishment and operation 
of marketing schemes in which the producers them- 
Selves have united to sell their products under 
co-operative arrangements which they determine, 
Pnevitably, not everyone agrees on the manner in 
which such marketing agencies should be operated but 
they have the broad Support of the farming population 
and undoubtedly can make a Significant contribution 
to price Stability and to the orderly marketing of 

a number of farm products. 

in “thie, last decade-and-a-half, the Ontario 
Government has paid nearly $100 million in Subsidies 
for the construction of electric power lines and 
equipment to bring the benerics "or GveCUr icity "0 
the people in rural areas, 

In many other ways the Government Girectly 
and indirectly seeks to enhance the economic well- 
being of the farmer, The CONS Uruct LOM OF =a nets 
work of modern highways, serving all parte or 
Ontario, has made it possible for the producer to 
direct his output to the most favourable markets 
quickly and easily. Indeed, the primary objective 
of the Province's services is to create the type of 
Economic climate or environment which Will be 


conducive to expansion and the even development of 
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All S6ctors of the economy. 

Obviously, the sound development of the 
agricultural industry is of great importance to 
Ontario and indeed to the whole of Canada, ime Ie uat 
understanding of the structure of the industry, 
of the constitution of the various interests with 
which it deals, together with all other relevant 
factors, is necessary to the Satisfactory formulation 
of measures designed to promote its healthy, long 
term growth, 

Thank you very much, Mr, Chairman, 

THE CHAIRMAN: Thank you, Mr. Gethercole. 
We would like to ask you some questions and I leave 
it to you to work it out who Will answer them. You 
have a good deal of assistance here, I see, 

MR. GATHERCOLE: Perhaps £ mPentcag this 
point turn over this matter to Dr, Graham and he 
can call on any of his men who are more closely 
associated with the marketing, which I believe you 
_ are very much interested in, and any other questions 
which may arise concerning this submission, the 
tables that we have been referring to, perhaps I 
might refer the matter to Some of my people. 

THE CHAIRMAN; Mr, Graham, would you come 
up? 

MR, GATHERCOLE: We have more copies of 
Professor IMarshall's papers. 


THE CHAIRMAN: Dr. Graham, I would like to 
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P. C. 1957-1632 


Certified to be a true copy of a Minute of a Meeting of the 
Committee of the Privy Council, approved by His Excellency 
the Governor General on the 10th December, 1957. 


The Committee of the Privy Council, on the recommendation of the 
Right Honourable John George Diefenbaker, the Prime Minister, advise that: 


Dr. Andrew Stewart, Edmonton, Alberta 
Mrs. Dorothy Walton, Toronto, Ontario 
Mr. Howard MacKichan, Halifax, Nova Scotia 
Mr. Romeo Martin, Montreal, Quebec 
Dr. W. M. Drummond, Guelph, Ontario 
Mr. Cleve Kidd, Toronto, Ontario, and 
Mr. Bernard Couvrette, Montreal, Quebec 
be appointed Commissioners under Part I of the Inquiries Act, to: 


(a) inquire into the extent and the causes of the spread 
between the prices received by producers of food 
products at agricultural and fisheries origin and 
the prices paid by consumer therefor; 


(b) determine whether or not such price spreads in general 
or in particular cases are fair and reasonable, or are 
excessive, in relation to the services rendered; 


(c) make such recommendations as they deem appropriate 
if any such price spreads are found to be excessive; and 


(ad) examine the adequacy of price information currently 
available. 


The Committee further advises: 


1. That the Commissioners be authorized to exercise all the powers set out 
in section 11 of the Inquiries Act; 


2. That in the exercise of their powers to employ counsel, experts and assistants 
under section II of the Inquiries Act, the Commissioners may authorize remunera- 
tion to such persons and reimbursement for their expenses within such limits and 
on such conditions as the Treasury Board may determine from time to time. 


3. That the Commissioners adopt such procedure and methods as they may from time 
to time deem expedient for the proper conduct of the inquiry and sit at such tines 
and at such places in Canada as they may decide from time to time; 


4, That the Commissioners be assisted to the fullest extent by government depart - 
ments and agencies; 


3. That the Commissioners report to the Governor in Council; 


6. That Dr. Andrew Stewart be Chairman of the Commission. 


R. B. Bryce 
Clerk of the Privy Council 
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Statistics on Wholesale and Retail Trade , 


Canada, Census Years, 1931-1951. 
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Statistics Pertaining to Price Spreads for 
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GRAPH 1 


COST AT PLANT OF MATERIALS USED By FOODS AND BEVERAGES INDUSTRIES A 
VALUE OF FACTORY SHIPMENTS 
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Source: Foods and Beverages, General Review, D.B.S. 


GRAPH 2 


AMOUNT PAID PATRONS BY CREAMERIES, CHEESE FACTORIES, CONCENTRATED MILK PLANTS, 
AS PERCENTAGE OF VALUE OF PRODUCTION 
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Source: Dairy Products Industries, D.B.S. 
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GRAPH 3 


AMOUNT PAID FOR MILK AND CREAM AS PERCENTAGE OF SELLING VALUE OF FACTORY SHIPMENTS 
OF BUTTER AND CHEESE FACTORIES, CANADA. 
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Source: Dairy Products Industries, D:B.S. 


GRAPH 4 


AMOUNT PAID FOR MILK AND CREAM AS PERCENTAGE OF SELLING VALUE OF FACTORY SHIPMENTS 
OF CONCENTRATED MILK FACTORIES, ONTARIO. 
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Source: Dairy Products Industries, D.B.S. 
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GRAPH 5 


GROSS MARGIN OF FRUIT AND VEGETABLE WHOLESALERS AND OF RETAIL FOOD CHAINS 
(COMBINATION STORES). 


Retail combination stores 
Canada 
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Sources: Operating Results of Food Wholesalers, D.B.S. 
Operating Results of Chain Food Stores, D.B.S. 
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FARM, WHOLESALE AND RETATI, PRICES FOR FRUIT, 
VEGETABLE AND DAIRY PRODUCTS ONTARIO, 1957 - 58 
RSG ace aeamareom rere meena ee neal Bd ata Se 


A record of some of the prices collected by the Farm Economics 
and Statistics Branch, of the Ontario Department of Agriculture; the Retail 
Price Section of the Dominion Bureau of Statistics; and the Canada Department 
of Agriculture 1957 and 1958. 

These prices are a series of prices and give only approximate 
margins. Retail prices represent prices in Toronto Chains as collected by 
D. B. S. and Farm Economics and Statistics Board. Wholesale prices, depending 
on covmodity, represents prices in Toronto or at various country points as 
reported by Canada Dept. of Agriculture. Farm prices, depending on commodity , 
represents prices as reported by producers, fruit and vegetable inspectors, 


co-operatives and other handlers. 
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BRADFORD MARSH LETTUCE - ONTARTO = 1958 
a Ea See) 


TABLE 1 
= B 3 eal 5 6 1 8 
Date Average Average Average Wholesale Retai 
Farm Price Wholesale Chain Store Spread Spread of Retail Prices Rec'd By 
per Head Price Retail Price per Head per Head Tarmer Wholesale Retai 
ee eee ee ee ei ee eee 
June 26 8.35 13.5 16.25 5.15 2.75 51.38 31.69 16.93 
au ie u () 16.25 3.90 5.25 43.69 24.00 32 oe 
O 1.0 17.10 3.90 6.10 41.52 22,31 35.67 
yuly 38 2a 9.4 7-40 3-76 8.00 32.41 21.61 45.98 
2 5.85 8.9 15.40 3.05 6.50 37.99 19.61 2.20 
3 eo. 8.0 15.10 3.49 7-10 29.87 23.11 47.02 
y 4.51 8.0 15.90 3.49 7-90 28.36 21.9 49.69 
3 4.38 6.9 15.90 2.52 9.00 27.55 15.85 56.60 
7 4.18 6.8 14.20 2.62 7-40 29.4 18.45 52.11 
8 4.09 5-9 13.05 1.81 Tals 31. 34 13.87 54.79 
ee Set a 13.30 1.86 7.60 28.87 13.98 57 5 
3. 5. 12.90 1.56 7-50 29.77 12.09 58.1 
i 3.84, 5.4 12.50 1.56 7.10 30.72 2.48 56.80 
ie 3-8h 5.4 12.50 1.56 7.10 30.72 12.48 56.80 
4 09 5-0 13.25 0.91 8.25 30.87 pel ee 26 
15 +09 5.0 13.40 0.91 8.40 30.52 “79 2.69 
16 4.09 5.0 13.15 0.91 8.15 31.10 6.92 61.98 
17 4.09 6.0 13.15 1.91 7-15 31.10 1h.53 54.37 
18 4.30 6.0 13.40 1.70 7.40 32.09 12.69 55.22 
19 3.97 6.0 13.40 2.03 7-40 29.63 15.15 53-32 
al 4.09 6.0 12.75 1.91 6.75 32.08 ae 52.94 
22 3.84 5.0 12.50 1.16 7-50. 30.7. 9.2% 60.00 
23 3.67 Bali 12.50 2.03 6.80 29.36 16.24 54.40 
2k 3.84 4.7 12.25 0.86 7.55 31.35 7.02 61.63 
25 3.84 4.7 12.50 0.86 7-80 30.72 6.88 e Z 
26 3.78 47 12.75 0.92 8.05 29.65 7-22 6 
28 -88 . 12.25 1.82 6.55 31.67 1.86 53-47 
3 567 
29 3.88 5.5 12.25 1.62 6.75 31.67 13.22 55-11 
30 3.88 6.0 12.25 2.12 6.25 31.36 17.62 ra oF 
31 3.88 Di 11.00 1.82 5.30 35.27 16.55 6 
Aug. 1 3.88 5.7 11.00 1.82 5.30 35.27 16.55 48.18 
2 3.67 @ 13.00 1.63 7-70 28.23 12.54 59.23 
k 4.09 ns Sasa 0.81 moce verre ee see 
5 4.09 LX) 12.25 0.81 7-35 33.39 6.61 60.00 
6 4.09 5.4 12.25 1.31 6.85 33-39 10.69 55-92 
i 4.09 47 12.25 0.61 7.55 33-39 4.98 61.63 
8 4,09 4.7 12.00 0.61 7.30 34.08) 5-09 60.83 
Wy eee 0.73 ==== Saris ===== ----- 
wth Bich ho 12.10 0.86 ro 31.73 i a ae 
= is 12.10 0.86 7-40 31.73 l 61. 
5 a ie 12.10 0.86 7T-4o 31.73 7-10 61.17 
8h 4. 11.25 0.86 6.55 34.13 7-65 50.22 
14 3. 7 7 58.22 
15 3.84 4.7 11.25 o-86 6.55 34.13 7-65 53. 
a Ui oo oO. a an = 
a i S nee 12.00 0.61 7.30 34.08 5.09 60.83 
8 a u 6 () 1.08 5.09 60.83 
19 4.09 47 12.00 0.61 7.3 aicea g 3a 60.83 
20 4.09 47 12.00 0.61 ie sea he ee 
eS mee ag ia eG i ai 6 a 36.2 10.92 50.83 
22 A : 6 3.2 
23 nea 5.9 12.00 1.31 6.10 38.25 10.92 50.83 


Farm Economics & Statistics Branch, 
Ontario Department of Agriculture, 
Toronto, Ontario, August, 1958. 
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APPENDIX © STATISTICS ON THE MILK INDUSTRY IN ONTARIO 
UN INDUOTRY IN ONTARIO 


Table XX 
GROWTH OF BULK METHOD OF HANDLING MIIK 
Number of Number of Number of 
FIUID Dairies Bulk Transports Bulk Producers 
MARKET 1956 1957 1958 _1956 19571053 1956 1957 1958 
AURORA I 2 2 2 3 3 38 55 56 
BARRIE 7: x iE ie” We 1 35 a 38 
BOLTON - 1 1 ~ 2 1 - 7 8 
BOWMANVILLE - : a. ~ “ il 2 “ 13 
FORT WILLIAM - ~ 1 - © 1 ce - 19 
GALT - - 1 - - 1 - - 18 
GUELPH ~ 1 u - 2 2 - 30 31 
HAMILTON 1 2 4 ue 2 6 12 10 97 
INGERSOLL ~ 1 a - 1 1 - 8 9 
KITCHENER a 4 vb 1 he 2 32 36 37 
LONDON - : uN . 1 uf - 27 35 
MARKHAM = i? ns - i L ~ 8 8 
NEWMARKET ~ a 3 - 1 ii - 8 8 
OSHAWA all 3 3 Z 5 ? 29 95 28. 
OTTAWA - i 1 - x 1 - 26 ou. 
PEMBROKE - - a - - 1 - - 11 
PORT HOPE - - i - - i - ~ “ie 
SMITHS FALLS - 1 2 - cS 2 - 4 12 
ST. CATHARINES - 1 z - 2 2 - 43 Tae 
TORONTO 7 12 15 i F239 = 116 292 952 2,169 
WHITBY 1 7 at i i 1 15 16 15 
WOODBRIDGE s ~ 1 - = tk : = 18 
WOODSTOCK iS a er ee ee Oe ee 
a 13 320—C 19. 65 247 | B53 asa ee, 
CONCENTRATED 1 1 7 
RES (I ee 


TOTAL 13 32 hs 19 65 148 453. 5965 2, OL 
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ANGUS, STONEHOUSE & Co. LTD, 
TORONTO, ONTARIO 


Start with one or two simple and innocuous questions 
and turn the more profound questions over to my 
colleagues. I don't want Dr. Gathercole to escape 
entirely. I think I may direct my initial questions 
vo him. 

You have seen the chart here which is a 
Simple and general representation of the real issue 
with which this Commission is involved. On pages 7 
you have reference to the decline in prices: which 
Started after the Korean conflict. Our chart 
Shows the somewhat similar development since 1950 
in Canada as in the United States. I was wondering 
whether anybody could help us by some indication of 
the causes that brought about this change in the 
price relations, let us say in the North American 
Continent. As a matter of fact you could extend it 
beyond that if you wanted to. In 1951 something 
happened in the relationship between raw material 
prices and retail prices, Have you @iven any con- 
sideracion to this problem in its more general aspect? 

MR, GATHERCOLE: We have discussed it at 
Some length without finding any really satisfactory 
Solution as to what is at. the root of iv, There is 
no question about it, there seems to have been an 
abundance of farm products, supplies were very adequate 
and in this period the farm prices had tended to 
decline, The retail prices, which are subject to 


more regulation and control, remained more or less 
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farm prices were also highly sensitive, I think 
myself it is a matter, perhaps a relative matter, 

OM the part of “the processing, distributing and re- 
tailing stages to be able to regulate prices more 
effectively. Having got the prices up then the 
control that was exercised by them enabled them to 
offer more resistance than is possible at the basic 
farm level, Added to that there may be new packag- 
ing arrangements, Cellophane, I believe, was quite 
expensive in that period, Other improvements of 
that sort may account for Dalen OL, iy. 


Stable, except at the outbreak of the Korean War 
Speaking personally I am bound to feel 


| myself that to some extent the stickiness in the 


Petail prices is “due to the capacity of those engaged 
in the business having got the DOE CCU Go os ine Ee 
Have you anything to say to that? 

MR, PATTERSON: There is just one comment 
i would like to make, In the matter of drawing the 
chart that exaggerates the trend. It is done on an 
index basis. Apart from that the cause naturally 
came about with the tendency of high wage level to 
force specialization in the agricultural and market- 
ing end, with the effect a lot of processes from 
agriculture have been shoved in the marketing process, 
Such as cut-up chicken products which used to be done 
on the farm, Because of the labour situation 


—_— naturally the trend has been to get these things 
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into larger and larger units so workers can 
Specialize, Inevitably that means Shoving more 
processors away from the farm, 

At the other end you have the fact of 
rising wages and better buying power on the part 
of the consumer demanding better packaging and that 
Shoves the cost up in the retail end. I would think 
there are two things that might account for what 
variation is there, 

THE CHAIRMAN: It seems to me the general 
effect of what you are saying is that there are 
changes within the marketing area, including addi- 
tional cost of things, which undoubtedly account in 
part for the spread but surely it is not Tae Go 
Say these things, the increase in cost and market- 
ing, have pushed down the farm price index, 

MR, PATTERSON: The farm price 1s nos 
the same farm price as it was before. In one case 
you are selling the chicken from the coop and in 
the other selling it dressed for the market. Two 
gitferent products. The statistics don't dis- 
tinguish sufficiently between the state of different 


things at the market. 
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TAE CHAIRMAN: Do you mean the decline 
in farm pricts represented by that lower mark is due 
largely to the assumption of functions previously 
performed on the farm in the process --- 

MR, PATTERSON: Oh,there are other reasons 
behind that, bu’ the Spread is partly caused by that, 

FHE CHAIRMAN: May I ask what in your 
view were the causes of the decline in farm prices 
which started in ECR Le 

MR, PATTERSON: That is the normal trend 
that has happened practically after every war, It 
was. prolonged, perhaps, by the Koren situation, but 
you will find that same breaking-off about three 
years after every war, including thé American Civil 
War and the First World War. It is the normal re- 
action, It is the beginning to get back to trade 
again and away from the war economy shortages. 

THE CHAIRMAN: You cannot spell it out in 
more specific terms? Let me ask more directly: On 
page 2 you refer to the increase in the volume of 
physical production, and the increase in the produc- 
tion of farm work. It 1s at the top of page 2: 

"The increase in production per farm 

"worker has far exceeded the increase 

"in production by the agricultural 

"4ndustry as a whole," 

Do you think it would be correct to suggest that in 


the period preceding 1951, and in the period of 
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rising prices ahead of that, that there was a 
build-up of productive capacity through the incentive 
of prices, adoption of approved techniques, and this 
build-up of productive capacity became evident on 

the market in 1951, and might be held to be 
responsible for the effect on prices at that time? 

MR, PATTERSON: There would be some effect 
on that, but actually in Ontario the total build-up 
right through pre-war, right up until about that time 
is only about 28 per cent above pre-war, 1 00> net 
think that would account for it because the local 
consumptive capacity would be rising by that amount. 

THE CHAIRMAN: On page 6 you say: 

"The largest single problem faced by 

"the farmer is the decline of his net 

"income from farming operations since 

"1951-52." 

I wonder if anyone here has figures on the net farm 
income in Ontario. 

MR, CAMPBELL: Farming operations, 

THE CHAIRMAN: In the Appendix, is this? 

MR, CAMPBELL: Yes, A-3. 

THE CHAIRMAN: IT am reading at Table II, 
page A-3, last line, which shows the total net in- 
come figure for 1951 is $431 million, whereas for 
255 /( 26 Le eser mittion: This 18 the extent of 
the decline in total net farm income. I have for- 


gotten the decline in population, I wonder if 
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offhand you could tell me whether that represents a 
decline in income for the worker or not, 

THE CHAIRMAN: Income for the worker would 
be higher? -- 22 or 23 per ‘cent. The figures 
would be very close to the same decline in the nun- 
ber of workers. 

MR, PATTERSON: The decline in workers 
has been running about 14,000 a year. 

THE CHAIRMAN: Your immediate reaction 
would be the decline in workers would be about the 
same? 

MR. PATTERSON: Yes. 

THE CHAIRMAN: I wonder if I may go back 

| to page 4e, I will read this paragraph at the 
bottom of the page: 

"A rise in the farm-retail price spread 

"does not always imply a reduction in 

"farm prices. Nor does a decline in 

"the price spread necessarily involve 

"a rise in farm prices. The size of 

"the price spread depends upon two 

"Variables, retail food prices and farm 

"prices, which do not necessarily move 

"in the same direction." 

Now, I take it what this is saying,is in reference 
to these two curves; you may have a set of facts 
operating to determine the price at the farm. Pre- 


sumably the peculiar factors there are on the supply 
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Side, because the demand factors are obviously some- 
where between the farm and the consumer, so that 
the peculiar factors that operate on the farm price 
directly would be Supply factors, 

MR, CAMPBELL: Could I make a comment on 
that? We feel that this is true from 1951 on, 


but I think in regard to the first question there 


oO 


has been a widening in the gap here from 1951 up 
between consumer prices and farm prices, and I am 
surprised that the two prices havé both risen to- 
gether to the same extent fom 1948 to 1951, whereas 
I think demand was a very important factor. Demand 
for food in Europe where reconstruction was so 
hecessary and where agricultural production is 
regaining its pre-war Strength somewhere about 
1949 to 1950, and then the stock piling which 
accompanied the Korean operation in 1950 and con- 
TaAnuIne An 105] ; 

In my view, anyway, the demand situation 
probably accounted more for the rise in farm prices 
up until 1951 than any purely supply factor, From 
1951 on, then we have the Supply already caught up 
to demand, and the situation is the way we see it 
here, 

THE CHATRMAN: Did the total demand decline 
2m 29517? 

MR, PATTERSON: By this time I would assume 


supply had caught up with the increasing demand. 
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Demand stabilized, and as a matter of fact, I would 
Say probably declined as a result of the stock 
piling and Speculation, 

MR. GATHERCOLE: Wouldn't the fact of 
changes in the international food picture have some 
Deering on this? For instance, the greater export 
in Ontario of certain types of food, Now, I do 
not pretend to be an expert in any of Cots. pute 
do know that sometimes that happens. Certainly 
fruits and vegetables in large quantities are used, 
and it does seem to me that the change in the situa- 
tion in the food position of Burope and other coun- 
tries undoubtedly exercises Some effect preceding 
the supply as well as the expansion of the domestic 
growing of foods or crops, and helped to bring about 
what I consider to be somewhat of an abundance or 
peak position in supplies of foods that has created 
that divergence of the two trends. 

THE CHAIRMAN: Decline in the export 
marketing demand was greater than the expansion 
for purely domestic plans? Therefore there was a 
net reduction in food, 

MR, GATHERCOLE: I think that is part and 
parcel of it. The exact magnitude I do not know, 
but I believe, sir, that it is the easier position 
of food products throughout Europe as well as our 


own country. 


MR. GRAHAM: What Mr. Gathercole has 
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mentioned has a direct bearing on Ontario, After 
the war the whole complexion of marketing changed, 
Cheese,for example, instead of shipping millions of 
tons of cheese-- hundreds of millions -- we are down 
to very small amounts, The same with our ECU Ss 
as Mr, Gathercole mentioned, and pork, and it has 
changed the whole complexion of marketing. 

THE CHAIRMAN: How do you think that entire 
picture would be changed if that represented Ontario 
instead of Canada? 

MR, PATTERSON: They would both be up. 

THE CHAIRMAN: The spread would be just 
as wide? 

MR. PATTERSON: i expecy: 2c. would, for 
this wage situation we are talking about in agricul- 
ture applies to other industries as well, and a lot 
of the food industry, in retailing in parcicular, 2s 
wages. 

THE CHAIRMAN: We have had a reference to 
the fact you have increases due to costs in here, 
Also additional services and things which are covered 
by the increasing spread, but surely these are not 
the only factors that have resulted in the general rise 
of the consumers! food price index. How would 
that index compare with the total consumers! index? 


The cost of living index? 


MR. PATTERSON: I would have to look it 


up. 
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THE CHAIRMAN: If you put the total index 
on there, it would lie above that food eCat, Dube L 


has been rising, and surely the same factors which 


have been responsible for the general rise of prices 
have to some extent affected food prices at the 
retail, Is that right? 

MR, PATTERSON: the only thing is. if they 
were both rising on the percentage basis, the margin 
wsuld not look so great as it does, 

THE CHAIRMAN: This 1s not 4 margin, 

MR, PATTERSON: Yes. 

THE CHAIRMAN: This is merely two sets 
of prices which are moved in different directions, 
presumably under the impetus of different forces. 

MR, CAMPBELL: Could I ask a question? 

In the Gordon Commissien --- 
THE CHAIRMAN: You are reversing the 


normal procedure. 
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MR, CAMPBELL: - The Gordon Commis- 
Sion report indicated, as far as I could see, 
that the increase in production per man-hour in 
industry was a little less since the war -- some- 
thing like 6 per cent cumulative increase in ‘1 27 
Agriculture and perhaps 2.3: peescent in industry 
Does that not also have a bearing -- the increased 
productivity -- of what might be expected over a 
period of time -- over this period of time, at 
least, aS examined in the Gordon Commission -- some 
widening of the relationship of these two red lines? 

THE CHAIRMAN: There is some assumption 
that these thingsmight be relative to the last initial 
question. Thank you very much, 

MR. DRUMMOND ¢ Your comment, by the 
way, seems to be directed to the Chairman's earlier 
statement, 

MR. PERKIN: There is another small 
factor more evident today, of course, than in 1951. 
That is the change in consumer patterns and retail 
Shopping. 

Today, in the Toronto area, between 60 and 
70 per cent of food products are bought on twodys 
of the week, In all the retail stores in the 
Toronto area -- here, in these mammoth marketerias, 
they are doing six days' business in two days, and 
there is extra help needed to be brought in on those 


two days. And that's becoming more interesting all 
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the time, and the result today is there is less 
Shopping space being given in chain stores to 
farm foods and more space given to hardware items, 
THE CHAIRMAN: Mr, MacKichan, have you 
any questions? 
COMMISSIONER MacKICHAN: 


I have two or 


three, sir, 


I would like a better picture of the 
marketing agency group contrasted with the collect- 
ive bargaining group. Could you contrast these 
two for us? 

MR, GRAHAM: Mr. Perkin can, as Chairman 
of our Farm Products Marketing Board. That Board 


is made up of two civil servants. One is a retired 
civil servant now, and the other is a Secretary of 
our Federation, at present a civil servant, and this 
Board administer the Farm Products Marketing Act, 
under which these two plans of marketing, agency, 


and the second one that you have mentioned, that of 


negotiation. 


Mr, Perkin will explain the system. If 
VOU Witt, Nie, Perkin. 
MR. PERKIN: We do have 18 marketing 


plarsin Ontario covering 30 farm crops. 16 of them 


are in the negotiating type of group, or collective 


Group two are in the marketing 


bargaining group. 


Single sales agency, or exclusive sales 


agency, or 


agency group -- whichever name you wish to give it. 
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In the collective bargaining group, the 
plans call for the appointment of negotiating 
committees of equal members -- on each Side, farmers 
and buyers. In all cases, the farmer continues to 
own his own product, and he sells it subject to the 
agreement on a minimum price and contract terms. 
That is reached for him by his Marketing Board 
through this negotiating committee. If the committee 
Should not reach a decision, then, of course, a 
dispute arises and the matter goes to arbitration. 
Essentially, it is the same procedure exactly as 
in labour management relationship. 

In the farm picture, of course, the 
agreements may be for one year or for any time -- 
the certain period specified in the agreement. 

They never extend for more than one year, but it can 
be a shorter time. In the marketing agency group,. 
we only have two plans, and in my own view, at least, 
their experience doesn't justify anything yet, in 
particular accomplishments. 

But, actually, they operate in the same 
way as the Canadian Wheat Board, The Marketing 
Board appoints a corporation which has complete and 
full trading rights over that particular product. 
The farmer has no longer any right to sell his 
product. It is sold for him day to day on such 
terms and conditions as this agency can arrive at, 


or decide upon. The two products in our case are 
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hogs and fresh peaches, 

COMMISSIONER MacKICHAN: I would think 
that a collective bargaining system might be rather 
contrary -- the first few Iineson pace 236-— 

"Opportunities for increasing returns to 

"producers with no equivalent increase in 

"cost to the consumer", 

MR, GATHERCOLE: I think, Mr, Chairman, 
reference there is made to the possibilities, of 
introducing more orderly marketing, and the desir- 
ability in maintaining a healthy industry, in the 
long run, because the consumer is only going to gain 
in having a healthy industry and production, If 
industry is suffering with very long periods of de- 
pression and short bursts of prosperity, it isn't 
going to be to the consumer's wealth, and that is 
what we had in mind there, 

COMMISSIONER MacKICHAN: Having in mind 
the time, I will take a few items, The bottom of 
page 13 under Marketing Information. A111 across 
the country, we have heard comments on the in- 
adequacy and the time lag in obtaining marketing 
information, There is just one I recall in the 
Western Canada brief. We had a recommendation that 
there be a joint effort between the provinces and 
UVB to get out information on a national and of a 


more localized basis. What comment could you make 


on that? 
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MR, CAMPBELL: If I could comment, Mr, 
Chairman, we put out from the O.A.C. approximately 
every four months a publication Ontario Farm 
Business, of which the first page and sometimes into 
the second is devoted to outlet for prices of various 
farm commodities. At meetings last year of 
bankers, we had six banking schools for bankers in 
Ontario and at those meetings, the bankers them- 
selves recommended we attempt to put this outlet 
page out every other month, So, we have six issues 
per year, but we haven't been able to --- 

COMMISSIONER MacKICHAN: Gradings and 
inspection, age 16, second paragraph. The extra 
steps being taken have added to the cost and con- 
Stitute an important factor when considering costs 
of marketing and price Spread between the producer 
and the consumer. Would you feel that it has 
added to the value of the product? 

MRig ePATTERSOM: There re tober tina 1s = 
Cataons tor@rnet. One is that if you guarantee the 
consumer a good product, you aren't necessarily 
quoting on the same product. It may be a higher 
price for a better product, and when you start 
talking about marketing margins -- the kind of 
statistics we have to work with normally don't 
differentiate sufficiently to bring that out, 

COMMISSIONER MacKICHAN: Would you expect 


better acceptance on the market? 
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MR. PATTERSON: It probably would lead 
to that. There are other aspects tied in with that 
of a tendency to go from local Shippers to a retail 
Suore:, That's only possible if you have a good 
grading system, and possibly a local bargaining 
agency, Such as a Marketing Board. There has to 
be an assembly group at the local point to get that 
before the store can make a sufficiently big deal 
to make it worthwhile. 

COMMISSTONER MacKICHAN: Is this coming 
through to the consumer, where the consumer can identify 
a specitic product? 


MR. PATTERSON: In many cases, 


COMMISSIONER MacKICHAN: I am referring 

to fruit and vegetables, 

MR. GRAHAM: There 1S another* point to 
mention in regard to products storage, The 
Premier, when speaking, mentioned our cold storage. 
A number of those storages are grading a product 
in as well as out, which means that the consumer is 
getting a more uniform product and a product of 
higher quality, and naturally of higher value, which 
would possibly answer your question too, sir, 

COMMISSIONER MacKICHAN: Pare 33, On 
page 32 you mentioned the increasing influence 
of chain stores in the bargaining field, and on 


page 34 you have mentioned the increase in bar- 


_ gaining power where you have larger units and 
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produce a quantity. Would you comment on whether 
these two forces are moving along on parallel lines 
or is either one side or the other on the edge of 
the influence? 

MR, PERKIN: I don't know whether they 
are moving on parallel Lines, buy she percentage of 
retail trade held by the chains or gathered €in py. 
bhe-ichadnsn is increasing all the time, Loca 
verity the fieure, but they say themselves today 
that they are handling 70 per cent of the food 
Sold in the province, and that, of course, is the 
market in many cases over the last ten years . 

As the percentage grows, obviously their 
bargaining power in buying is increasing correspond - 
ingly. They don't buy wholesale, 

COMMISSIONER MacKICHAN: My question 
is are the producers providing for an equal sphere 
of influence? 

MR, GATHERCOLE: You could hardly say 
they were. I'm not too conversant with this view, 
but a general observation -- it would seem to me 
that the farmers aren't advancing, although they 
have advanced some distance. 

MR, PERKIN: The main marketing 
organizations in Ontario dealing with the producers 
have made a very good development with the one 
exception, peaches -- in its fresh state. It 


isn't a manageable thing to deal with the retailers 
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in establishing prices, 

COMMISSTONER MacKICHAN: Are the 
producers coming along with their own processing 
plant? 

MR, PERKIN: It will mean a tremendous 
degree of regimentation on the part of the producers 
to do that, and they aren't inclined to do so unless 
they are forced, 

COMMISSIONER MacKICHAN: YOU, Cony UUs 
there is a field of voluntary co-operation develop- 
ing to some appreciable extent? 

MR. PERKIN; I don't know. The reasons 
we have marketing plans -- the first reason was that 
organized agriculture in Ontario felt that a voluntary 
co-operative movement had failed, That is why you 
have compulsary farm marketing. 

COMMISSTONER WALTON: What happens under 
the marketing agency where you must have everyone 
go into the established farm co-ops? Are they 
obligated to go in? 

MR. PERKIN: They are obdigated to go in. 
There are no exceptions, and the reason for that 
form of organization is to compel the recaleitran, 
to go along with the majority. It is desirable. 

It doesn't always function and work, 

COMMISSIONER MacKICHAN: One observation 

on beef, and not on price exactly, and we have a 


wide spread -- quite a wide spread on beef, But, 
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part of it is covered by waste of fat which is 
taken off both at the retail level and in the 
home, And, go back to the Research Department, 

I am wondering if there is any effort being made 
to develop a beef or 2 pack or a4 strain. I am 
going to be reasonable on this, I am only going 
to touch on the fat Side. Is there anything being 
developed for a better animal, having in mind the 
attention to the national waste line as at present. 
You probably recall that there was in the United 
States last year a conference between producers 
and packers to produce a good type of commercial 


beef rather than Red Brand, 
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MR. PERKIN: It may interest you to know 
that the Livestock Commissioner got some informa- 
tion for us which indicated about 50 per cent of 
the beef sold in Ontario are from dairy cattle, 
which limits how far you can go in making the 
change, 

MR, GRAHAM: To come back to your remark, 
the Chairman knows full well our agricultural 
institutions in this Province come under the 
Department of Agriculture. We have, leading up 
to the question you have asked, a testing system 
in beef cattle in this Province in regard to rate 
Of eine We also have cattle on two demonstra- 
tion farms, The progeny of these particular 
blood lines will move to the institution at Guelph, 
with the result that the animal husbandry people 
have control from the breeding to the finished 
product, Now, whether we will develop what you 
have in mind - - we are going into feeding as 
WELL. Dealing with it that way we have various 
departments that come into play, our commercial 
men, the animal husbandry men, and the Nutritional 
Department, 

COMMISSIONER MacKICHAN: I have one 
other observation. The small margin per pound 
there was on some forms of processing, principally 
the packing industry, doesn't that change when 


you look at the gain on capital investested rather 
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than per pound? 

MR. GATHERCOLE: Yes, I believe I made 
that comment. I made it more Specifically in 
relation to the milk and dairy industry. IE 
agree with you that on the mass Sales such as 
they have that any company can earn a very sub- 
stantial return, a high percentage of invested 
capital, Our experience on the examination of 
the financial statement of the dairies show that 
they were not earning an unwarranted return in 
relation to their invested capital and their 
requirement in the way of renovation of plants 
and improvement of machinery, That might not be 
the case in some other branches of industry, We 
do know there have been some Very ‘subs tanti 41 
fortunes accumulated in the packing industry, 
Whether that is being done today, it is impossible 
to say. 

COMMISSIONER MARTIN: I don't remember 
exactly where, but in your brief you mention as 
one of the big factors which cause the trends 
towards integration is lack of credit on the 
part of the producer, Do you think it is the only 
one? 

MR. GATHERCOLE: No, not by any means, 
I would say there are other reasons. I suppose 
the appeal of a little more security may be a big 


element. Perhaps Professor Campbell can tell you, 
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COMMISSIONER MARTIN: You mention in 
the brief that a lot of producers are going into 
contract farming because of lack of credit, 

MR, GRAHAM: There is also the assistance 
and support given by the organization to which they 
contract, 

MR. CAMPBELL: They want a little bit 
Of security. If one is a broiler producer and 
feeding a large number of broilers if you don't 
have a contract to show where the broilers will 
be marketed, and roughly the price, it becomes a 
real element of insecurity. 

MR,PATTERSON: It is the same thing as 
whole milk, When you are dealing with a perishable 
product you want to know where it will move, LG 
iS nop Like beef, which you don't care whether you 
market some ime within the next year. You can 
do some holding and some bargaining. You cannot 
do anything with a product that will deteriorate 
on your hand§, ihe security of having a con- 
tract is important. Very few people will Ship 
whole milk in without a contract. 

COMMISSIONER MARTIN: But it seems the 
farmers have been offered a contract at first. 

SO it should come from some other direction. 

MR. PATTERSON: In the first place the 

farmer would not know the contract was available 


to him until he had some kind of offer. 
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COMMISSIONER MARTIN: Do you think the 
necessity for the Processing firms to have a 
reasonable supply of raw materials may in turn 
account for that? 

MR, PATTERSON: Oh, yes, One of the 
Things 2s) the development of your chain store, 
They want regular Supplies, They are inclined 
to deal with people who will give it to them,» 
They would prefer to deal with a processing 
plana, Again you are dealing with a highly 
perishable product, The processing plant in 
turn, or the feed company with whom they ekersuh 
would want to make sure they had a Supply coming 
along and the contract insures that. 

MR, PERKIN: Originally it was the feed 
companies that initiated the contract, not the 
processors, 

THE CHAIRMAN: You say in all cases 
it comes from someone other than the farmer? 

MR, GRAHAM: The farmer now is taking 
a greater place in negotiations. 

MR, GATHERCOLE: I suppose that once the 
existence of these contracts is known then you 
have farmers in the same organization saying, 

"I will make a contract with you”. 

MR. GRAHAM: The dairy organization is 

an organization doing the bargaining as far as 


contracts are concerned, A certain amount in 
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| chickens too, 


MR, CAMPBELL: Contract farming is not a 


new process, Fruits and vegetables have all been 


grown under contract for quite some time, 


MR, GRAHAM; They have been feeding beef 
cattle from Alberta under contract for a number of 
years and other Western Provinces, 

COMMISSIONER WALTON: I would like some 
information on your Marketing agencies, On the 
peaches and hogs have you operated sufficiently 
long enough to feel you have reduced the price 
Spread or is it a question of negotiating to get 
a better price return for the farmer, which may in 
turn result in a higher consumer price? 

MR, PERKIN: In all honesty I don't think 
the farmer is interested.in any price but his own, 

COMMISSIONER WALTON: In the event when 
you negotiate for a minimum price then advantage 
can be taken of a short crop, within reason, to 
get a higher price, What do you do when you 
have nature too plentiful? Do the processors 
have a contract for a given amount or is just price 
negotiated? 

MR, GRAHAM: Just price. 

MR, PERKIN: Well, for instance, number 
two Keifer pears are never permitted to go to market, 
pize is factor in the peach market. The peach 


size is measured from two and one quarter to two 
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and one half inches, The crops have been so 
plentiful that the distributing agencies have 

broken down, The Marketing Board plans to establish 
a2 price, AS far as fresh fruits and vegetables, 

the important thing isthe Thursday chain store 

ad. That in fact will set your price for the 
following week-end, With the concentration of 
marketing on Thursdays and Fridays, and some on 
Saturday mornings, there is the barometer for the 
farmers price, 

MR, PATTERSON: Incidentally, we run in- 
to a serious problem in taking prices through the 
week, We cannot take the average daily price 
and say, "This is the price paid at the Store", 
because there is such a high percentage coming on 
Friday and Saturday. That is the price which 
really matters, The rest of the week the volume 
is So small it does not affect the total. We 
are running into the same problem on farmer prices, 
You cannot take an average price right through and 
come up with anything reasonable, Most of the 
indices tend to show the farm share too high, 
The farm price is down when a heavy volume is mov- 
ing. The farmer therefore gets less than most 
indices Show for the work. The average market 
quotations do not show the volume along with the 


quotations, 
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genond4 yemdcudato ent. Aes 8ae, Be 
) ov arpeaoonT ge ads aa eduiian 
Ge hide ta: o34 ennedo Sine nicole att... }oh aee3d) 
FT VSSR ORV koma ty ial) ese tee Ray | eee 

AI 8o Lie Vebe ce? al? Bh Sitios ae saogme, S 
neg foo, See Soa al tek “OS. 
 Pelraens nevis | she’ tLe Nera “IthoOt tut 
re moe fre weal Ta Mie AURSetey Ae aileetem 


12 ais | weravbriad ott a) See ,OUMELNT VaowoJee 


Se Gir Oe el cetreeti vo A Pret ath ee 


ae clement? bye fog, aes RE the SOs Gis T8G" S, O8 
So eRS CLL Sheseve. af NST JOCARS sa eOy 
= & ier 3 He eels. | 7 ok ce x a ae bi 4 Oe t >= Di _ 
ait, PEP tar* SF7591°4 a/R poten 4. Wig Soeupoed 
Sting i _ eet) cere! Fist . 4, gees Apa? Cte Vs Bb oat 
j 
’ <i \ “ t 5 we , Pe) 44:82 
ere ‘oT TA FoG eau i Paty 
ieee — 2 heh ager cee 2 Se. - ‘: wc ‘i ruts t ee 
a) - 5 a 2) : Ps. be 172, Sat Se tia =) J is 
j : ay a ‘ Bic Hep) ts r iO vreB een “id a "ues TD 
Dah ai 5 Mi a = (ree : 1 . +2 ow BS bs) Pe ae as idl 


ie ees a wet) meee ae. Leas ee A he sl ead 
tho * sali a WERE? oh) ES TCO Fi PACT PP IA 1 


. Fees ee) £4 TE 


Star Yeetk ete) ciety atetioirertid eeeee), ail ae 
"he ie oP ee we ata! * rr Tt > a " z 
Pett 6G See ae ime he RRS Oe Wie Baten 
ries 
ers Gee ee eT ; " ; tia * 
TAS MASS RRO SST WTS Sy? OB a4 


5 ae thtebihs ts ; i st 


‘Seo Shigia. cag Al tekst 5 WIAA AR eee 


2698 


ANGUS, STONEHOUSE & CO. LED: 
TORONTO, ONTARIO 


out more clearly for me what you Said in a general 


way about the Thursday chain store price deter- 


mining the producers price for the next week? [In 


the first place, is it your experience that the 
chain stores do not charge the same price on Thurs-— 
day - - 

MR. PERKIN: Not in the same place in 
the same community. 

THE CHAIRMAN: So there is some range? 

MR, PERKIN: What the traffic will bear. 
The better communities have a higher retail price 
for the same product, I don't think that matters 
SO much, The chains of course will sometimes 
operate at a loss, They will operate from a very 
narrow margin, Two weeks ago it was the peak for 
this year's peach crop, The Grower organizations 
had hoped for 75 cents retail price to the public, 
At 11 o'clock on the Wednesday night the price was 
reduced by one chain to 69 cents, The ads came 
out in the Globe and Mail on Thursday morning and 
on Thursday afternoon the remaining chain store ads 
were out at 65 cents. The peaches which sold at 
69 cents cost 67 and one half cent for 200, 000 
baskets, The peaches sold by the other chains 
at 4 cents lower were bought at 60 cents. The 
Co-operative chain was penalized. The following 
week the natural spreads were restored and the 


farmers price reduced from 54 cents to 30 to aS. 
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> cents. It is not a fair example, it is such 
an extremely perishable product, This year we 
ran into some ground POT. If the farmers organ- 
ization cannot sell for him, the farmer will sell 
himself, You cannot have a Situation of two 
policemen for each producer, 

MR, PATTERSON: If I might add, the 
Significance of the chain store ad is that normally 
it will only be the lower prices which are advertised, 

MR, PERKIN: If there is any doubt at all 
no price will be advertised, 

MR. PATTERSON: If’ one chain thinks they 
can use it as Something that will bring customers 
to the store they will do so. If it was the normal 
price they would not bother advertising. 

MR, PERKIN: In fairness to the chains 
I don't think they beat down the price to the 
farmer, It is just a competitive factor between 
the chain stores, One chain is going to be better 
than the other, 

COMMISSIONER COUVRETTE: At the bottom 
of page 48 and the top of page 49 there is a 
formula which provides for a change in the price 
Spread on milk producers to one half eent a quart. 
Is the price provided at the consumers level fixed 
at that formular? 

MR. PATTERSON: No, 


COMMISSIONER COUWVRETTE: Is it fixed in 
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MR, PATTERSON: if 2s Tixed to: the 
producer, 

COMMISSIONER COUVRETTE: The, price at 
the consumers level - - no fixing there? 

MR. PATTERSON: The power is there, 

The Act does give power to the board to fix the 
retail price in the event they get out of line, 

MR. GATHERCOLE: At one time the Ontario 
Milk Board did fix the retail price then abolished 
it for home delivery. The store price was held 
about 2 cents below the normal delivered milk price, 
Ultimately that price was removed, 

COMMISSIONER COUVRETTE: bo dt 16 
established on a free market basis? 

MR, GATHERCOLE: There is the traditional 
pattern where the store price was somewhat below 
the home delivery price and that has more or less 
continued, 

COMMISSIONER COUVRETTE: Why is it at 
the first paragraph on page 49 when there is a 
one half cent quart raise at the producers level 
it should be doubled at the consumers lever . 

MR, PATTERSON: That is just what has 
happened, 

MR, GATHERCOLE: I suppose there is a 
bit of horse trading there, 

MR. CAMPBELL: Since the margin is left 


at 50 per cent this is retaining about the same 
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percentage. It is usually considered to be 
undesirable to make one half cent changes, hse 
is awkward in making change to make one half 


cent change per quart at the consumer level. 
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MR. GRAHAM: There has been less trouble 
as far as per cent is concerned in the various mar- 
kets since the formula has come in, because that 
formula gives in detail the cost and s@ on, and 
there must be a reason before the price increases 
to the purchaser, 

COMMISSIONER COUVRETTE: But the one-half 
cent per quart is really in a sense one-third of a 
cent at the purchaser's level because the farmer, 
or the purchaser, shares only 40 per cent? 2s 
that right? 

MR, CAMPBELL: The price goes up one per 
cent, and the farmer receives half and the purchasers 
would have the additional half to cover their cost 
and the profits, 

COMMISSIONER WALTON: It is the same 
formula for all areas in the province? 

MR, CAMPBELL: With regional differences, 
which were initiated in 1954, 

COMMISSIONER MARTIN: And applies only to 
fluid milk? 

MR, PERKIN: Fluid milk only. 

COMMISSIONER DRUMMOND: It is getting late, 
Mr, Chairman, I have a number of questions I would 
like to have asked Mr. Perkin, but perhaps they can 
be asked at some other time. 

There are one or two perhaps I can get time 


to mention here. Since he is the real authority, I 
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so ees es la eee 
think, on the terminal market Operations, and since 
this matter has been outlined in fair detail here, 
and since it has been Suggested the operation of 
this market has had a definite price-narrowing 
effect, I wonder if he would care to comment further 
as to the possibilities of further narrowing price 
Spreads by the institution of still more markets of 
cnat Soret . Perhaps on a smaller scale. 

MR, PERKIN: Well, I would think that would 
be limited, because the food terminal LSniae 
Toronto market. It is a terminal market. Between 
20 and 25 per cent of the produce coming in there is 
reshipped away from Toronto. All of the cars of 
both railways inevitably have to come to Mimico, 

So, their shipment into the food terminal there -- 
it's only a difference of six or seven miles, but 

it is a difference of twelve hours between unloading 
a refrigerator car at Mimico, and at the foot of 
Yonge Street. 

To me, there is a very definite need for 
something different there. In the City of Montreal 
there is no question about it -- the handling of 
perishables in Montreal -- it is more or less 
indescribable. 

You speak of a mark-up. At the foot of 
Yonge Street in the old days the standard handling 
charge to the farmer was 123 per cent, plus a per 


package fee, depending on the size of the package -- 


ee ee fie oNey es ie 
“yt a fe ie es 
*% To sley ay aes 4 Pew ‘ 
i a7e Si Biem A¢k 
a 3 
abe ah, 5 pitt 
1 ee | : 
eee Le ae ees fae ine 
te u z ea ee RES 
me Jeno wiretriy LOC 
ool ¥ Re AF gh 
. : ‘a Paes - 
a 7 r H Le An ; 
aa, Br Pel es r fas 
i . coe F 
paandet Fonte 2200 
> ” i 
“ £ CD ia 4 . is 
’ <=°T vi.) ree 4 ~ ‘ 
ee Oya 
Ww 3 ion : 
F 
Oo BWBet “} i 
: n 
. = “| a ee A 
> a? a0 ; } 
~ geget ari Rea 
m Rae cous es 
el eee Oss AT a: Gd 
By eee) eS . * 
‘es eas 7s Rae 
‘re 7 7 
Tue.» } 
= of. : 
it he Meee ey ake) ea 2) LB eee 
Liv ity Ao oc BT! 
kes re ¢ : 
‘6 7, 7h 7. if a 
-* a * age te & 
’ * = aaa, 
hee ’ ’ F - 
> &! iis ST me / ‘he Se 
Py : Pes rs ; 
J + > = | n ~ 
i kee Jdo Oo Vee; ay 
i W 
ae va 
. * I~ 
} ay arts | S4iv 
» - rs 
ial ‘“ “S ceul 
: ¢ “+ 7 
] ool eazy 3: ~ Qu 
witiGcad frisivesy «& 
' \ 
Imo 8 Be j 109 “tseq 
Fe 
aid 
-~ @ysyoag erty 


Bands 


ise 


5 


oer Fr + 
Sane EN it 


<2 dow 


* “ 


i 


im 


once 


cat 


Nite er a 


eweNiarcee Ish ‘aft 


’ 
. 
aod 
"is! 4 
: 
bY Pr my 
2 
wee?’ 
le 4 


Pe fe 


Phe mane ens 


aed +y my ee 


+ Lindab ws 


« 
ue 
. 


p + sake B49, 


peeaiae 


we 
~ 


Caan oo 


Teas > al 


Sreon 


Pedy 


a° Z 
Mi 


a5" 
a is 


‘ao suit hetunaain’ 


ig 
Ci 


J 


fins’ 2° aE OE 


nest ase ot onde. bo” 


Pye 


rete. « han aed paner atsid: 
Lfsiw of sh aotritw 3 
i) Vo eelttittasi” add oak 
Sc¥isaat eee UY sheers 


(W1 


text? 


yew 


frov | ¢Saa aM | 
“tool Sa s8Geded ted takg og 


. 


astict sine 


cae a ee 
oid off $hGeqite vleny .oc 
[Fe 4h SodevaTTZh & yIno siv2 
ae ee i ees 
vi. eWd 16 epee t.3 ; Bf 22 
r Fo oe a, 
LoL FR ERS eas jiwiot & 
T49'C> ay mo 4 
| et orad? om OT 
] wate dees Fith wildsemon 
IL duoda sdlfaavo on- ét-ered2 
3 * ~ 
: feerina® “al ¢aldscretied 
— 5 
-, Sided ienaghat 
7 _ a sy ra 
wren a to acsde' way 


ayeb fifo Se 4eers6 eano¥ 


“f gaw AB a Ths oss egeedo 


LS &glf aay io “aes tartityets Oy ‘3 ENOSG 


tanta rsd” bined ¢ he 


aa Sy eae 


<< 


—< 


== 
1 


2? eS Se EE) 


ANGUS, STONEHOUSE & CO. LTD. 2704 
TORONTO, ONTARIO 


one or two or three cents -- which gave you an aver- 
age handling charge of 15 per cent on commission, 
Today it is 10 per cent with no handling. 

So, there is some saving to the individual 
shipper, Secondly, we have the farmers! market 
there, which did not operate at the foot of Yonge 
Street,where .you have got between three and four 
hundred farmers every morning coming in and selling 
right beside the wholesale trade, but not selling 
through the wholesale trade. They are bypassing 
them and selling direct to city retailers and coun- 
try jobbers, which has an effect on the wholesaler. 

COMMISSIONER DRUMMOND: That has a time- 
saving and an integrating effect also? 

MR, PERKIN: I think a very definite 
effect but, in a sense, it is right under the whole- 
saler's teyes, and yet it is bypassing them. 

COMMISSIONER DRUMMOND: Just one question 
relative to the marketing board problem. A great 
deal has been made in this brief with respect to the 
attempt in this province to improve the farm situa- 
tion by the Farm Marketing Board. Certainly, you 
have had more experience here and for a longer period 
than any other. 

Would it be fair, in your opinion, to say -- 
I think the Premier indicated this earlier -- that the 
real purpose of this type of legislation is to make 


it more possible for the farmer to have some say in 
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the pricing problem? Would it be fair to say that 
that is the prime and virtually the only real effect 
of this type of activity? 

MR, PERKIN: Definitely. That is 99.9 
per cent of the reason, 

COMMISSIONER DRUMMOND: Following that, 
assuming that this method does result in giving the 
farmer some higher price because of the farm market- 
ing board, does that, in your opinion, necessarily 
mean that the spread is thereby narrowed between 
the farm price and the --- 

MR, PERKIN: No. It doesn't necessarily 
follow. 

MR, PATTERSON: In fact, you have a bigger 
organization in bargaining. You are able to deal 
more directly. That would be your only hope. 

MR, GATHERCOLE: So that the higher pay- 
ment, or return, to the farmer doesn't mean an in- 
creased payment by the consumer. That can come 
about through better equipment at the food terminal, 
better preservation of perishable foodstuffs, and 
the improvement in the marketing, and the fact that 
you keep the farm industry economically healthy. 

I think all those things may play a part 
in, while increasing the return to the farmer, at 
the same time in showing that the consumers are also 
going to be served, because they have better stores 


and facilities, better quality, more standardization, 
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and so that the consumer benefits from all of those 
things. He knows the product he is going to buy 
is a more reliable product, and he is generally 
better satisfied. 

COMMISSIONER DRUMMOND: In other words, 
the indirect effect? 

MR, GATHERCOLE: The indirect effects 
would be beneficial. 

COMMISSIONER DRUMMOND: One final question, 
While the practice in this province thus far has indi- 
cated that you have chosen to rely primarily on the 
negotiating type of board rather than the agency 
type, do you feel -- after all, there is nothing 
in the legislation to keep you from indicating a 
variety of marketing functions? 

MR, PERKIN: As an example, two major 
groups have imposed auction marketing on top of col- 
lective bargaining. Cheese and tobacco. There is 
a great flexibility in that. It isn't limited just 
to those two methods. 

COMMISSIONER DRUMMOND: You have, in the 
case of British Columbia, as you are well aware, B. C. 
cheese and fruits. 

MR. PERKIN: With the exception of milk. 

COMMISSIONER DRUMMOND: If that pattern 
of operation were instituted in this province, might 
there be a possibility of effecting some economy? 


MR, PERKIN: Are you suggesting that there 
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are more possibilities to the economy in agency 
methods than other methas? 

COMMISSIONER DRUMMOND: If you wanted to 
do something other than this bargaining for a better 
price, then you would have to adopt the agency type 
of board. If you did, it might attempt to do any 
one of many things, and perhaps to perform a good 
many of the functions all the way along? 

MR, PERKIN: There are several other handi- 
caps to agencies, at least in my opinion, in Ontario, 
The agency market was designed to handle a product 
to be shipped a very long distance away from the 

| area of production. Agencies may help us in 
| British Columbia, because the producer is surround- 
| ed by two mountains with one railroad in and one 
railroad out. Here in Ontario we have a wonder- 
ful system of highways. Every farmer has a market 
at his back door. 

All those factors make agency marketing 
more difficult to handle. 


COMMISSIONER DRUMMOND: The extent of 


conditions pretty well dictate the extent of the 
method and the nature? 

MR, PERKIN: I don't want to preclude its 
use, Some products do not lend themselves to 
collective bargaining. You can't put a minimum 
price on hogs for any definite period of time. 


In Denmark, where Co-operatives not only 
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act in the process of hogs, they have never been 
able to fix a price on live hogs for a longer 
period than ten days. You haven't got that degree 
of control here in this country, 

COMMISSIONER DRUMMOND: I think we had 
better adjourn. 

THE CHAIRMAN: It remains only to thank 
you very much now for your cooperation in the 
assistance and preparation of the brief, and for 
your kindness in answering our questions. 

MR. GRAHAM: Our Minister of Agriculture, 
The Honourable W. A. Goodfellow, has just come in, 
He might have a word, 

THE CHAIRMAN; We would be glad to hear 
from you. 

THE HON, W. A, GOODFELLOW: I don't think 
so, I was just interested in listening to the dis- 
cussion, and how well the civil servants handle 
themselves, 

THE CHAIRMAN: Thank you. 

MR. GOODFELLOW: Naturally, as a farmer 
and a Minister, we do like to see the farm economy 
prosper, if only in the interests of our whole 
economy. 

We are very happy to make the presenta- 
tion to you this afternoon, 

THE CHAIRMAN: Thank you very much indeed, 
---Whereupon the Commission adjourned at 5.15 p.m. 


to resume at 10.00 a.m., Tuesday, September 16, 
1958. 
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